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Foreword 


One of the things that make a democracy work is critical appraisa 
of the objectives of the Government and the methods used. During 
my years in the public service I have been impressed many times by 
the value of objective and intelligent criticism in improving govern- 
mental administration. 

Within a short period of time, the war brought a wealth of experi- 
ences in government, experiences which, in variety and importance 
could be matched only by decades of peacetime conditions. Clearly 
these experiences should be recorded and appraised and the lessons 
from them be made, as quickly as possible, a part of our general 
knowledge of government. 

In this volume a small group of trained professional men, working 
under the guidance of scholars of high professional repute, have 
attempted to supply an objective report of what this Government 
sought to do during the war, how it went about the task, and what 
success it achieved. 

This study will, I am sure, serve to increase public knowledge of 
our wartime problems. It should also make all of us more conscious 
of the usefulness of continued, careful, and intelligent appraisal. 
I hope it will be read widely and thoughtfully. 


HARRY S. TRUMAN 
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Letter to the President of the United States from the Director — 
of the Bureau of the Budget 


JUNE 19, 1946. 

My Dear Mz. Presipent: I am sending you herewith a volume en- 
titled “The United States at War.”’ It has been submitted to me by 
the Committee on Records of War Administration. This study, 
along with accounts being prepared by many of the executive agencies 
and establishments, has grown out of the suggestion made by President 
Roosevelt in March 1942, that I appoint a committee to help in the 
task of “preserving for those who come after us an accurate and ob- 
jective account of our present experience.” 

This account has been prepared, for the Committee and under its 
guidance, by the War Records Section of the Bureau of the Budget. 
It is an account of the Federal Government’s role in the mobilization 

of the nation for World War II that pays particular attention to 
major problems of administration and their solution. It impresses — 
me, as it impressed the Committee, as an objective and useful treat- 
ment of many important parts of our war experience. 

Fortunately, this war will leave behind it much more systematic 
reports on its administration than did World War I. Most of the 
executive agencies have prepared or are preparing final accounts that 
are designed to tell what problems they faced and how they handled 
them. The purpose of these documents is to tell the story of the 
war impartially and analytically; the total product should be a valu-_ 
able contribution. ; 

In my opinion, this volume will add substantially to public under- — 
standing of the war effort, but it will do more than this. It will help 
to show the magnitude and the complexity of the problems that Goy- 
ernment faces and how Government in a great democracy can deal 
with major problems within the framework of the democratic tradi- 
tions that we cherish. Finally, its analysis of the way in which we 
rose administratively to meet crisis after crisis may hold some useful 
lessons for those of us, within and without Government, who are 
striving for better public administration in peace as well as in war. 

Sincerely yours 


Harowp D. Smits 


Director. 
The PRrestpEnt, 


The White House 
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Letter to the Director of the Bureau of the Budget from the 
- Chairman of the Committee on Records of War Adminis- 
tration 
JUNE 17, 1946. 


My Dear Mr. Smita: On behalf of the Committee on Records of War 
Administration, I am transmitting to you an account of how our 
Government mobilized the Nation’s human and material resources 
for the winning of the war. 

The war posed the most stupendous set of problems in the manage- 
ment of public activities that the country has ever faced. We fought 
that war on a greater scale than anyone could have dreamed: the 
Government regulated production, censored mail, drafted men, con- 
trolled prices, rationed food and commodities; we had to move, rapidly 
and purposefully, in spite of manifold differences of interests and 
opinions. We had to conquer the world’s most powerful dictator- 
ships—and urgency required us to do many seemingly dictatorial 
things in the process—yet we had to do this within the framework of 
those processes and principles of democracy on which our Nation has 
been built. 

This is a study of how the job was done, with emphasis on the civil- 
ian rather than the military aspects of the effort. It deals with the 
growth of war production and certain allied problems such as stabili- 
zation, transportation, manpower, and food. Certain other fields, 
important but a little farther from the main theme, have been left for 
others to report on; these fields include civilian defense, field opera- 
tions of the various agencies, special administrative problems like 
personnel and budgeting, much of the rationing program, and the 
notable contribution of volunteer war workers. The principal em- 
phasis is upon the period when the Nation’s machinery for war was 
being put into operation; and less attention is given to the preceding 
period that led up to war and the later period of high level but rela- 
tively stable production. 

This study tries to throw light on how the Government’s complex 
and difficult administrative problems were tackled. The story of all 
of the substantive things that were done will require many volumes 
by other students. Details about many of the subjects that this ac- 
count touches upon will have to be filled in; many of them will be 
covered in the reports that other Government agencies are preparing. 
One major goal throughout has been to make the report objective; 
to carry the analysis only as far as the available facts justify; and to 
‘show our difficulties, our growing pains, and our mistakes along with 
our successes. 

The volume was prepared, under the guidance of the Committee on 
Records of War Administration, by the War Records Section of the 
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Bureau of the Budget. Although each chapter was drafted initially 
by one man who turned his specialized attention to the subject over a 
considerable period of time, the project has been from the beginning 
a joint effort that has embodied the collective thinking of the Com- 
mittee and the staff. ; 

The Committee feels that this volume is a useful contribution to the 
task of capturing, recording, and analyzing the Nation’s experience in 
the administration of its war effort. We are obviously too close to 
the war to evaluate what has happened. We hope, however, that we 
have presented enough of the story so that the basis for later evalua- 
tion is in the book. We hope finally that this material will be a con- 
tribution to general public knowledge and to the literature of public 
administration. 

Sincerely, 


PENDLETON HERRING 
Chairman, Committee on 
Records of War Administration. 
Hon. Harotp D. Situ, 
Director, Bureau of the Budget, 
Washington, D. C. 


Preface 


By the Committee on Records of War Administration 


In March 1942 the Director of the Bureau of the Budget, at the 
_ suggestion of the President, appointed a Committee on Records of 
_ War Administration to provide guidance and support in the assembly 
and analysis of material on the administration of the Nation’s war 
effort. This Committee was asked to advise with staff members of 
the Bureau of the Budget assigned to this field and to encourage the 
various Government agencies to prepare accounts of their own ad- 
ministrative experiences. 

There were several reasons for recognizing, at an early date and in 
the midst of other preoccupations, the importance of capturing and 
recording the story of our administrative response to the crisis of war. 
The contemporary reporting on World War I was neither systematic 
nor analytical. Later attempts to find adequate analyses of our 
methods of meeting problems in World War I were largely futile. At 
the outset of World War II, people with foresight realized that a 
relatively small investment of effort would avoid a repetition of this 
neglect and would provide a store of information that might be of in- 
calculable value in any future period of national emergency. Such 
observers also foresaw that the war period would concentrate into 
_a short span of years a lifetime of administrative experimentation and 
experience just as it had in medicine, and science. ‘They saw the im- 
portance of recording these things, whether they proved to be valuable 
administrative inventions or merely instructive essays in trial and 
error, for whatever purpose they might serve in improving quality of 
peacetime administration. 

President Roosevelt showed his interest in the problem and took 
the step that led to the creation of the Committee in his letter to the 
Director of the Bureau of the Budget on March 4, 1942: 


My Dear Mr. SmirH: I am very much interested in the steps that 
you have been taking to keep a current record of war administra- 
tion. I suggest that you carry this program further by covering 
the field more intensively, drawing on whatever scholarly talent 
may be necessary. 

I wonder if it wouldn’t be desirable to appoint a committee on 
records of war administration, to be composed of representatives 
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of appropriate learned societies and perhaps two or three agencies 
of the Government which might be interested in such a program. 

The present program strengthened in this manner might be 
helpful to the work of the Bureau of the Budget in planning cur- 
rent improvements in administration in addition to its main 
objective of preserving for those who come after us an accurate 
and objective account of our present experience. I hope that 
officials in war agencies will bear in mind the importance of 
systematic records, and to the extent commensurate with their 
heavy duties, cooperate in this undertaking. 


Very truly yours, 
ed EPS a 


Hon. Harotp D. Smrra, 
Director, Bureau of the Budget. 


The Committee originally consisted of seven leaders in those areas 
of social sciences most directly related to the problem of recording our 
wartime administrative experiences. These seven members were: 


Waldo Leland, director, American Council of Learned Societies, 
chairman of the Committee 

William Anderson, chairman, Committee on Public Administra- 
tion, Social Science Research Council 

Louis Brownlow, director, Public Administration Clearing House 

Solon J. Buck, Archivist of the United States 

Archibald MacLeish, Librarian of Congress 

Arthur Schlesinger, professor of history, Harvard University 

Donald Young, research secretary, Social Science Research 
Council 

Pendleton Herring, Bureau of the Budget, executive secretary of 
the Committee 


In the 4 years of its existence, the Committee increased in numbers 
and certain changes were made as some of the members had to with- 
draw because of the pressure of other commitments and the follow- 
ing were appointed members of the Committee: 


Luther H. Evans, Librarian of Congress 


Guy Stanton Ford, secretary, American Historical Association 
and Editor of American Historical Review 

George A. Graham, professor of politics, Princeton University 

Luther Gulick, president, American Society for Public Admin- 
istration 


Harold W. Stoke, president, University of New Hampshire. 
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Leonard D. White, professor of political science, University of 
Chicago 

Patterson H. French, Bureau of the Budget, executive secretary 
of the Committee 


Of the original membership, Messrs. Leland, Buck, Schlesinger, and 
Young continued to serve. In 1945 Dr. Herring succeeded Dr. 
Leland as Chairman. 

Even before the creation of the Committee, a small staff of the 
Administrative Management Division of the Bureau of the Budget 
had begun to do two things: to stimulate the Federal agencies in the 
maintenance of adequate records of war administration; and to carry 
on independent studies of the war program on a Government-wide 
basis. After the Committee’s appointment, this staff was organized 
as the War Records Section of the Division of Administrative Man- 
agement and has continued its work to the present time. 

On January 25, 1944, President Roosevelt expressed his continuing 
interest in this project in a letter to the Director of the Bureau of the 
Budget. 


My Dear Mr. Smita: I’m glad to have your memorandum 
telling of the progress being made in recording the administrative 
story of this war. We need both for current use and for future 
reference a full and objective account of the way the Federal 
Government is carrying out its wartime duties. The Committee 
on Records of War Administration is doing a useful job and I am 
much pleased to know that 30 of our Federal agencies are actively 
cooperating in their program. 

I am personally very much interested in this study of adminis- 
tration and I hope that each department and agency head will 
see to it that the story of his agency in wartime is systematically 
developed. The best way to advance our knowledge of adminis- 
tration is through the study of actual experience. Those agencies 
which have not yet established units to deal with the recording 
of their administrative experience should do so. 

It is a well established practice for officials to make a public 
accounting of their stewardship. Soon after the war each agency 
should have ready a good final report that will sum up both what 
was accomplished and how the job was done. If organizational 
changes make this impossible the Bureau of the Budget should 
see that the report is completed. We should also remember that 
full records must be preserved for deposit with the National 
Archives. 

There is much to be gained from our wartime experience for 
improving administration in the future. I feel sure that a careful 
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recording of this experience not only will help to win the war but 
also will serve the needs of the postwar era. 
Very truly yours, 
Fithdu 
Hon. Harotp D. Snitz, 
Director, Bureau of the Budget. 

President Truman also expressed his interest in this matter of 
analyzing and reporting on wartime experiences in a letter to the 
Director of the Bureau of the Budget on July 6, 1945. The President 
said: 

My Dear Mr. Situ: I am pleased to learn of the efforts which 
the agencies and departments are making to record the adminis- 
trative history of this war and I wish that you would express to 
the members of the Advisory Committee on Records of War 
Administration my appreciation of their continued interest and 
assistance. 

The heads of the departments and agencies should have the 
program brought as nearly as practicable to a current basis during 
1945. I would like to see completed soon after the war is over 
an objective account of how problems of administration were 
handled. Both failures and successes should be analyzed. The 
development of governmental administration can be greatly aided 
by such investigations. 

This information will probably be most useful within the gov- 
ernment, but a final report to the American people of wartime 
administration also seems highly appropriate. I hope that you 
will give particular attention to the ways in which our adminis- 
trative experience during World War II can be turned to practical 
use in the future. Experience is a stern teacher; we must not 


forget the lessons so dearly bought. 
Very truly yours, 


Nf 


Hon. Harotp D. Srru, 
Director, Bureau of the Budget. 
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Cooperation between the Bureau of the Budget and the executive 
agencies has resulted in the development of historical activities in 
some 40 agencies. A number of agencies hope to publish general 
histories of their operations in one or more volumes. Many agencies 
will publish either in addition to a general volume or instead of this 
kind of treatment, special studies covering subjects or problems of 
particular importance. These accounts, which are already beginning 
to appear and which will be available in increasing numbers over the 
next year or two, will form a permanent and instructive legacy for 
those who want to translate our wartime experience into a body of 


useful data for postwar administration. 


The other interest of the Committee and the War Records Section 
has been in the broad analysis of wartime administration as a whole. 
The Committee believed that the preparation of a general study in 
this field could provide a broad and reliable perspective on our entire 
war administration and background for the more specialized studies 
being prepared by other Government agencies. 

This volume is the result of this interest on the part of the Com- 
mittee and the support given by the Bureau. The Committee has 
provided general stimulus and has concerned itself particularly to the 
end that the study be of a professional and objective nature. Im- 
portant contributions to the planning of the study and in the super- 
vision of its preparation were made by George A. Graham and Patter- 
son H. French, who were successively in charge of the work of the War 
Records Section during the time the study was under way. Phillips 
D. Carleton assisted in the final editing. 

The primary responsibility for research, interpretation and the 
actual writing of the text has rested on the staff members of the War 


’ Records Section. As Dr. Herring’s letter points out, the volume is 


the product of a staff working in close collaboration and enjoying the 
benefits of the suggestions and criticism of numerous qualified in- 
dividuals not only among their associates within the Bureau but also 
in other Government agencies. The book, however, is basically the 
work of the authors who prepared the various chapters: 


Ethan P. Allen Elias Huzar 
Clarence H. Danhof V. O. Key, Jr. 
Harold F. Gosnell Donald H. Morrison 
Luther Gulick Lloyd G. Reynolds 


In their work on this book these men have participated in an experi- 
ment in a new type of public reporting. They, of necessity, have 
written before all the evidence became available. On the other 
hand, they wrote before the data existing in the temper of the times 
and in the working environment of wartime administration were 
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lost with the passage of years. Working so soon after the event, 
they could not have the perspective which comes with time, but they 
had the advantage of current impressions created by the events with 
which they dealt, and they were able to capture some phases of war- 
time administration which would otherwise be lost. Torn between 
their interests in the technical aspects of administration and their 
mandate to produce an analysis of general interest, they have com- 
bined their efforts to turn out a volume which might have been 
designed differently had any single one of them been charged with 
sole responsibility. 

The Committee’s sincere appreciation is due to Mr. Harold D. 
Smith, Director of the Bureau of the Budget, and to Mr. Donald C. 
Stone, Assistant Director in Charge of Administrative Management, 
for their support from the beginning of this enterprise. Acknowledg- 
ment needs to be made also to some 20 persons in the Bureau and else- 
where who read part or all of the manuscript and gave the staff the 
benefit of their suggestions. 
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Prelude to War 


N World War II the United States faced the greatest administra- 
| tive test since its founding. The Government took millions of 
men from their homes for the armed services, prescribed how much 
food the housewife might buy, determined how much and what kinds 
of goods were to be produced by its mightiest corporations, and went 
far toward deciding just where a man might work and what he might 
receive for his labor. Yet it managed to do these dictatorial things 
within the framework of the democratic system, and even in the forms 
and changes of its administrative machinery it preserved the methods 
of democracy so that the resolutions of tensions proceeded, if not 
always smoothly, yet directly and firmly. 

Modern war is not merely a battle or succession of battles between 
groups of fighting men. A fighting army is only the cutting edge of a 
militarized industrial system. A nation’s fighting strength depends 
on how well and to what extent its entire resources have been mobilized 
and managed toward the ends of war. To accomplish this mobili- 
zation and management a government adapted to the needs of peace 
must be enlarged and reorganized so that it can assume enormous 
tasks foreign to its traditions. New departments, new agencies, new 
offices must be organized and staffed. Policies must be hammered 
out in unaccustomed areas. In the process the most complex and 
delicate problems in government and public administration have to 
be solved. 

Problems of wartime administration are not simply problems of the 
mechanics and procedures of government. The objectives of govern- 
ment, even in time of war, are often in warm dispute and the building 
of administrative mechanisms must proceed with great urgency in an 
atmosphere of conflict about what the objectives should be. The 
evaluation and leadership of public opinion occupies a position of no 
less significance than administrative expertness. In the American 
democracy, a government, no matter how wise its judgment may be, 
cannot for long execute its will arbitrarily against the opposition of 
substantial blocs of opinion. It must educate, placate, temporize, 
and act boldly as conditions require. Governmental action on 
questions of administration, like action on other questions, must 
proceed within a changing context of public opinion which limits and 
influences what may be done and may govern the timing of decision. 

The full story of the Nation’s wartime experience, must begin 
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well before December 7, 1941, with the first of the Axis challenges to 
the democratic system and with the first halting actions taken in the 
face of strong democratic opposition which stemmed from a general 
disbelief in the possibility of war. When the Japanese entered 
Manchuria, we were indifferent; when the Germans marched into the 
Rhineland, we were startled—but our first attempts at action were 
‘negative; we were still trying to stay out of war. Finally, in the two 
years of 1939 and 1940, we made up our national mind in a great 
period of national debate. We made up our mind and recast our 
thinking about national protection with all the creaks and groans, 
charges and countercharges, exaggerations and vitriol characteristic 
of discussion under the democratic process. Hindsight makes it clear 
that we could have done better to act more promptly. On the other 
hand, the Government pursued firmly a course toward strengthening 
the national defense, and it moved about as rapidly as national consent 
was obtainable. Each great issue was discussed until it became clear 
that the proposed line of action was in accord with the wishes and 
the judgment of a majority of the people. In all these issues we had 
to deal with unprecedented situations and it took time to make up 
our minds. It took time to grasp the fact that nations could and would 
attack ruthlessly and suddenly, without warning and in violation 
of the traditional rules of war and our notions of fair play. It took 
some reflection to see that a war on the other side of the world 
affected us. 

That we were able to settle these questions without serious internal 
dissension was not a surprise to those with faith in the democratic 
tradition, but it could not have been done without intelligent leader- 
ship nor did the Axis strategists believe that we could do it at all. 
Their miscalculation was that they believed that internal conflict— 
between capital and labor, between farmer and city dweller, between 
white and black—would paralyze the United States, especially if the 
conflicts were encouraged by deftly managed propaganda under Nazi 
guidance. Authoritarian nations were unable to understand how we 
could engage in the most exaggerated debate involving recrimina- 
tions, picturesque and fantastic charges, appeals to prejudice, incite- 
ments to hatred, and insinuations of treason without tearing ourselves 
asunder. That we could determine to act, and to act in union, by 
such a process was beyond the comprehension of those unschooled in 
democratic practices and was, perhaps, the most significant factor in 
our mobilization for the war. 
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to 1939—from the Japanese movement into Manchuria to the 

German invasion of Poland—is not to be found in what we did 
but in what we did not do. Throughout this period opposing factions 
contended over what the foreign policy of the United States should be. 
The limited commitments which the Nation was disposed to undertake 
in foreign affairs created no need for important steps in the mobiliza- 
tion of Government for the contingency of war. The important 
question we had to decide was whether wars elsewhere in the world 
were of any concern to us and if so, what we proposed to do about it. 
The decisions taken on these issues demanded no substantial altera- 
tion of the governmental system. Only a few actions were taken of 
subsequent significance for governmental organization. 


The Incubation of World Conflict 


In the years preceding September 1939, when Germany invaded 
Poland, we were more inclined to feel annoyance with the march of 
events in Europe than to consider seriously their implications to us. 
Our own domestic problems were difficult and persistent and we did 
not welcome distractions from our efforts to solve them. As far as 
most of us were concerned, both Europe and Asia should be left to 
solve their own problems in their own ways. We found refuge in the 
hope that minor changes would soon produce new political equilibria. 
There were few who would have given credence to the suggestion that 
what appeared to be irresponsible minorities in Germany and Japan 
could eventually drive us into the malestrom of world conflict. 


[ HISTORY has any lessons, the lesson of the period from 1931 
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Before the Neutrality Act of 1935 there were a few forecasts— 
penetrating but largely unheeded—of things to come. The Japanese 


ee on a chain of events which was 
to bring us into war. ile in sentiment the people of the United 


States condemned Japanese aggression, the strongest feasible govern- 
mental policy was the doctrine of nonrecognition pronounced by 
Henry L. Stimson, then Secretary of State, who correctly gauged the 
ultimate significance of the new Japanese imperialism. Similarly, 
most of us were slow to recognize the potentialities of the New Ger- 
many. Soon after the accession of the Nazis to power, some of our 
diplomatic observers saw in the new government a serious threat to 
the peace of the world. A prescient dispatch from Berlin in April 
1934 informed the Secretary of State that the fundamental purpose 
of the Nazis was ‘‘to secure a greater share of the world’s future for 
the Germans, the expansion of German territory, and growth of the 
German race until it constitutes the largest and most powerful nation 
in the world, and ultimately, according to some Nazi leaders, until it 
dominates the entire globe.”! The Nazis, the same observer reported, 
“are determined to secure more power and territory in Europe.” 

In September 1934 the Ambassador in Italy reported that prepara- 
tions for war were in motion. He predicted a defensive war “pro- 
voked” perhaps by ‘unruly’ tribes.2, In December 1934 the Am- 
bassador in Japan reported that the aim of certain elements in the 
Army and Navy, the patriotic societies, and the nationalistic groups 
was “to obtain trade control and eventually predominant political 
influence in China, the Philippines, the Straits Settlements, Siam, 
and the Dutch East Indies, the Maritime Provinces and Vladivostok, 
one step at a time, as in Korea and Manchuria, pausing intermittently 
to consolidate and then continuing as soon as the intervening obstacles 
can be overcome by diplomacy or force.’ The best possible way to 
reduce the risk of an eventual war, he thought, was to “be adequately 
prepared.’’ 4 

Generally we did not take much stock in such forecasts. Nor were 
we inclined to arm ourselves sufficiently to translate our urging that 
peace be maintained into language comprehensible to aggressors and 
potential aggressors. In 1933, by Presidential allocations of public 
works funds, and by regular appropriations, a naval construction pro- 
gram was undertaken of a size greater than the country had seen 
since 1916. Yet a subsequent public works appropriation act pre- 
vented further use of such funds for naval or military purposes. The 
Act of April 1935, contained a proviso that “no part of the appropri- 

1U. 8. Department of State, Peace and W 


pp. 211-212. 
4 Ibid., p. 236. 3 Ibid., p. 239. 4 Ibid., p. 244. 
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pcan made by this joint resolution shall be expended for munitions, 
warships, or military or naval matériel’’.® 
Our deep aversion to war, joined with the notion that wars are 
fought to protect profits, led to the Neutrality Act of 1935 and its 
successor acts. The theory was that if we did no business in muni- 
tions with nations at war, our commercial interests would not become 
involved and we would not be brought to fight to protect them. If 
American vessels stayed out of danger zones and were not sunk, we 
would not become angry because they had been attacked. The ‘Act, 
approved August 31, 1935,° made it “unlawful to export arms, ammu- 
nition, or feplements of war’ from the United States for the use of 
the Soantick at war when the existence of war had been proclaimed 
by the President. The law also made it illegal for munitions to be 
transported to any country at war on American vessels, empowered 
the President to regulate access of submarines of foreign nations to 
American waters and ports, and forbade United States citizens to 
travel on the vessels of belligerent nations when the President pro- 
claimed that such abstention would promote the maintenance of 
peace. esis 
In signing the act, the President commented in particular on the | 
prohibition of exports of munitions to nations at war. The objective | 
of avoiding being diawn into wars between other nations was, he said, | 
wholly good, “‘but it is a fact that no Congress and no executive can 
foresee all possible future situations. History is filled with unfore- 
seeable situations that call for some flexibility of action. It is con- 
ceivable that situations may arise in which the wholly inflexible 
provisions .. . of this act might have exactly the opposite effect 
from that which was intended.” In other words, the inflexible pro- 
visions might drag us into war instead of keeping us out.” % 
The act prevented our munitions interests becoming allied with the 
cause of a belligerent, but it also gave notice to the world that ag- 
gressors need have no fear that our munivions industry would be 
drawn upon by nations with no arsenals of their own. The legisla-. 
tion thus did nothing to discourage the Italians who were manufac- 
turing a crisis with Ethiopia at the time the bill was under considera- 
tion. In October 1935, Italy moved into Ethiopia, and, in keeping 
with the Neutrality Act, the President on October 5, proclaimed the 
existence of war between Italy and Ethiopia and prohibited the ship- 
ment of munitions to either belligerent. Another proclamation pro- 
hibited travel by United States citizens on vessels of either belligerent 
nation. Italy, well-equipped with munitions, was scarcely handi- 


§49 Stat. 115, 
649 Stat. 1081. 
7 Roosevelt, Franklin D. The Public Papers and Addresses of ... New York: Random House, 1938. 
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capped by our action while we bowed out as a potential source of 
supplies to Ethiopia. The Government used its influence, short of 
becoming involved in war, in an attempt to restrain the aggressor. 
In this it was probably hewing to the line of public opinion in the 
United States for less than one-tenth of us, according to the opinion 
polls, favored military action against aggressor nations.* 

Negotiation, warning, suasion were not enough to restrain the forces 
of aggression. Emboldened perhaps by the failure of efforts to de- 
velop collective measures to restrain Italian aggression, Hitler in 
violation of the Locarno Pact, in March 1936, occupied and fortified 
the demilitarized Rhineland. This threat found the democracies 
paralyzed and gave further encouragement to the forces of reaction. 
In July 1936 civil war broke out in Spain and soon almost all European 
countries were heavily involved emotionally. Many of them became 
directly involved by furnishing arms and ammunition and even troops 
to one side or another. Although the Neutrality Act did not apply 
to civil conflicts, the Administration adopted a policy of noninter- 
ference and discouraged the export of arms to Spain. This executive 
policy was ratified by Congress on January 8, 1937, when it adopted a 
joint resolution embargoing the export of arms to Spain during the 
civil war. In November 1936, Japan and Germany signed the Anti- 
Comintern Pact and it soon became the opinion of our diplomatic 
observers that Japan and Germany had engaged themselves to take 
parallel action in military matters. Even if all these things should 
lead to war, and very few people thought they would, a majority 
of us were, apparently, persuaded that we could stay out.® 

Even after these events had made the nature of the emerging world 
situation much more apparent, we clung to the belief that perhaps we 
could avoid entanglement by minimizing our commercial dealings 
with belligerents. In May 1937 the Neutrality Act was broadened to 
authorize the President to prohibit the export to belligerents in 
American vessels of materials and articles other than direct war 
munitions. During the Italo-Ethiopian war, our exports of copper, 
trucks, and other items had increased. Such items were as essential 
as munitions for the conduct of war, but the law had not prevented 
their export. In addition, the Act of 1937 required that, if shipped 
in other vessels, such goods had to be paid for in advance. Another 

§In October 1935, the American Institute of Public Opinion asked: “If one foreign nation insists upon 
attacking another, should the United States join with other nations to compel it to stop?’ The replies 
were: Yes, 28 percent; no, 67 percent; no opinion, 5 percent. Of the 28 percent who favored our joining with 
others to check an aggressor, 65 percent favored economic and nonmilitary measures only, 31 percent were 
for military measures, if necessary, and 4 percent had no opinion on the issue. 


® In December 1936, the American Institute of Public Opinion asked: “If there is another general Euro- 


pean war, do you believe the United States can stay out?” The replies were: Yes, 60 percent; no, 36 percent; 
don’t know, 4 percent. 
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-Mmajor amendment prohibited the arming of American merchant 
vessels. 

_ The revised Neutrality Act doubtless reflected the desire of the 
overwhelming majority of the American people not to become involved 
in any foreign war. In May, when the act was adopted, the Spanish 
civil war still raged and it was becoming plain that in it were projected 
forces which almost inevitably would be arrayed at some time against 
each other in a struggle on a much grander scale. Yet according to a 
poll of American opinion, 8 out of 10 Americans were indifferent about 

the outcome of the Spanish conflict." 

_ The Neutrality Act of 1937 did not restrain Japanese aggression in 
China. In July 1937 the Marco Polo Bridge incident occurred and 
a large-scale Japanese movement into China was soon under way. 
To apply the terms of the Neutrality Act to the Sino-Japanese con- 
flict would deprive the Chinese as well as the Japanese of munitions 
and materials of war. Shipments to one could not be embargoed 
without stopping the movement of goods to the other. The act did 
not become operative until the President should, in the words of the 
statute, ‘find that there exists a state of war between, or among, two 
or more foreign states ... .”” No such finding was made and goods 
continued to flow to both China and Japan. 

While undeclared war went on in China and the Spanish civil war 
continued, the President made his notable “‘quarantine’”’ address in 
Chicago on October 5, 1937. He remarked that the world political 
situation was “growing progressively worse.’’ It was such as to 
“cause grave concern and anxiety.”’ He cited interference by nations 
in the affairs of others, the ruthless murder of civilians by bombing, 
the sinking of ships without cause. He thought the ‘‘very founda- 
tions of civilization” were ‘seriously threatened.”” He warned that 
we should not “imagine that America will escape” if the rest of the 
world became embroiled. The peace-loving nations, he declared, 
“must make a concerted effort to uphold laws and principles on which 
alone peace can rest secure.”” He saw a spreading ‘epidemic of world 
lawlessness.’’ He observed that when epidemics of disease spread, 
“the community approves and joins in a quarantine of the patients 
in order to protect the health of the community against the spread 
of the disease.’”?’ He thought that the will of peace-loving nations 
had to be expressed ‘‘to the end that nations that may be tempted to 
violate their agreements and the rights of others will desist from such 


@ cause.”’ 


10 50 Stat, 121. 

11 In May 1937, the AIPO conducted a poll on the following question: ‘‘Are your sympathies with either 
side in the present Spanish Civil War?” ‘Twenty-one percent replied “Yes,’”’ while 79 percent were recorded 
as saying “No” or ‘Don’t know enough about it,” 
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The speech brought charges of “‘war mongering” from many sources, 
charges that were made at the time when the League of Nations was 
attempting futilely to end the undeclared war in the Far East. Nor 
was our complacency much disturbed by outright attack on American 
vessels, the Japanese bombing in December of the United States gun- 
boat Panay and three United States merchant vessels on the Yangtze. 
The United States Government immediately initiated the appropriate, — 


which was promptly met. Yet the larger significance of the affair 


diplomatic demand for apology and for indemnification, a aa | 


in the general sequence of events seemed -te-eseape-us——— : 
All these developments in foreign relations did not occupy the cen-— 
ter of the stage in American politics. Public interest and the major 
part of the efforts of the Government had since 1933 been concentrated 
on problems of domestic recovery and reform. The measures taken 
at the time of the inauguration of the new Administration in 1933 
demanded almost the complete attention of the public and required a 
greater pact of the effort of the Government. These emergency pro- 


grams, and discussions 


over fundamental measures of domestic reform 


overshadowed the threats to peace. Our traditional spirit of non- 
participation in the affairs of other parts of the world was thus for- 
tuitously reenforced by the course of domestic politics. Only as 
the world crisis approached its climax were we able to begin to mo- 
bilize our national opinion on foreign matters and to begin to realize 
that we had a vital stake in the events outside our boundaries. 


Limited Preparedness 


As the threats to world peace became more apparent, it became 
feasible to initiate a few measures of rearmament. Yet even limited 
measures of preparedness aroused no little opposition. In only one 


phase of defense prepar 


ation was it possible to proceed without having 


to overcome the charge of war mongering. The Merchant Marine 
Act of 1936 had laid the basis for a long-range program for the re- 


building and enlargem 


ent of the Merchant Marine. The Maritime 


Commission, in consultation with the Navy Department, developed 
a program for the construction of merchant vessels designed inciden- 


tally to meet defense 


requirements. In 1938, 37 ships were under 


construction for the Maritime Commission in addition to ships being 
built for private operators who were taking advantage of the subsidy 
plan provided by the Act of 1936. In the following year, 1939, the 
program was accelerated to compress into 2 years the previous 3-year 


program. 


Proposals for increases in direct armaments, however, met a more 


determined opposition. 


In his annual message to Congress on Janu- 


__—s!° 
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ary 3, 1938, the President said that it had become clear “that acts and 
policies of nations in other parts of the world have far-reaching effects 
‘not only upon their immediate neighbors but also on us.’ He ob- 
_ served that in “a world where stable civilization is actually threatened” 
a nation striving for peace had ‘to be strong enough to assure the 
observance of those fundamentals of peaceful solution of conflicts 
which are the only ultimate basis for orderly existence.” A few 
weeks later he recommended some increase in both naval and land 
arms. ‘In the light of the increasing armaments of other nations,” 
he found it his constitutional duty to report that our national defense 
was “inadequate for purposes of national security’? and required 
‘increase for that reason.” 

The modest recommendations by the President were adopted in 
substance by the Congress only after long discussion. The congres- 
sional hearings on the bill to authorize an increase of approximately 
20 percent in the combat strength of the Navy indicated the beliefs 
of those who opposed greater preparedness. One type of belief was 
that ‘a wholly abnormal naval building program” would ‘‘intensify 
international tensions and distrust.’’ Others opposed increasing the 
Navy ‘until the American people know what lies behind the increase 
and what is our present foreign policy.’’ Another view was that the 
American people ought to know what ‘‘our Government would do if 
an undeclared war broke out in Europe.”’ Others believed that the 
President had “set out on the road to collective action or quarantine 
that leads to war.’”’ The parade of witnesses before the congressional 
committees reflected the views, fears, and questions of many citizens. 

While discussion on the naval expansion bill proceeded, the Nazis 
annexed Austria, and thus destroyed the strategic foundation for the 
existence of Czechoslovakia. The naval expansion provisions were 
finally adopted by the House of Representatives on March 21, 1988, 
by a vote of 294 to 100. The Senate acted on May 3 by a vote of 56 
to 28.2 The recommendations for increases in Army strength were 
carried out in the military appropriation bills. 

During the summer of 1938, a war fever spread over Europe; it 
arose from fears about the intentions of a rearmed Germany. In all 
the countries bordering Germany, preparations for defense were 
accelerated and a general belief existed that war was imminent. 

During the Munich crisis in the summer and fall of 1938, the Presi- 
dent urged the governments concerned to seek a peaceful solution. 
He predicted that hostilities would cause the loss of millions of lives. 
At Munich, Britain and France agreed to the Nazi demand for the 
Sudetenland. Statesmen, realizing the gravity of their surrender, 
were amazed to find themselves hailed by their peoples as saviors. 


12 Congressional Record, vol. 83, pt. 4, p. 3767; pt. 6, p. 6135, 
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Hitler’s antidemocratic strategy was working. Britain and France 
decided not to fight. Nor had Hitler any reason to suppose that the 
United States could or would oppose him in the near future. 

Meanwhile, the Japanese conquest of China continued; our policy 
of nonrecognition of forced territorial charges and our efforts at 
persuasion appeared to restrain the Nipponese but little. In the 
summer of 1938 the Secretary of State requested a moral embargo by 
airplane manufacturers on the shipment of planes to countries which 
engaged in the bombing of civilian populations. Japan met these 
specifications and most shipments of planes soon stopped. In De- 
cember the Export-Import Bank granted a loan of $25,000,000 to 
China to be used for the purchase of nonmunitions such as trucks, 
tires, gasoline, and machinery. At about the same time, Great 
Britain and the Soviet Union entered into agreements to furnish 
credit and supplies to the Chinese. 

It was not easy to believe that the Munich agreement held promise 
for the maintenance of peace. In his annual message to the Congress 
on January 4, 1939, the President reported that it was “increasingly 
clear that world peace is not assured.” ‘‘ All about us,” he said, “‘are 
threats of new aggression—military and economic.” He declared 
that religion, democracy, and good faith were challenged by “‘storms 
from abroad. . . . There comes a time in the affairs of men when 
they must prepare to defend, not their homes alone, but the tenets of 
faith and humanity on which their churches, their governments, and 
their very civilization are founded.”’” Hesaid that we had learned that 
“the probability of attack is mightily decreased by the assurance 
of an ever ready defense.”’ 

On January 12, 1939, the President urged additional appropriations 
for national defense. He emphasized the “great change’? which had 
come over conflicts between nations since the World War. He asked 
Congress to recall that even after our entry into the World War we 
“had more than a year of absolute peace at home without any threat 
of attack on this continent, to train men, to produce raw materials, 
to process them into munitions and supplies, and to forge the whole 
into fighting forces.’ It was necessary, he said, “for every American 
to restudy present defense against the possibilities of present offense 
against us.” He asked for appropriations of about $525,000,000 as a 
“minimum program for the necessities of defense.’ 

Hitler had declared that Germany did not intend to annex Austria; 
in 1938, Austria was annexed. At the time of the Munich pact, he 
indicated that he had no further territorial ambitions and was pre- 
pared to guarantee the frontiers of Czechoslovakia. In March 1939, 
German troops occupied Czechoslovakia. In the next month, 


18 Roosevelt, Franklin D., op. cit, 1939 vol., pp. 70-74. 
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Mussolini invaded Albania. The crisis atmosphere of the preceding 
summer again prevailed. The Government of the United States again 
appealed to Hitler and Mussolini for the maintenance of peace. 
Recurrence of tension brought again a reconsideration of American 
neutrality policy. In his annual message in January 1939 the Presi- 
dent had called attention to the actual effects of the neutrality policy. 
On May 27, 1939, the Secretary of State suggested to the Congress 
that a modification of the Neutrality Act was desirable and advocated 
the elimination of the arms embargo. The House Committee on 
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Foreign Affairs reported a bill in agreement with the Secretary’s 
_ recommendations, which precipitated a long and bitter debate. Fail- 
ure to repeal the embargo, one Representative asserted, ‘‘will cause 
rejoicing in the capitals of the dictator nations, and will encourage the 
dictators to commit further acts of aggression upon the democratic 
nations, and may mean the outbreak of another world war.’’’* ‘The 
opposition adhered to the belief that the trade in arms would in- 
evitably drag us into whatever war might come. The munitions 
makers, it was declared, would “look forward to again reaping un- 
restricted profits’’ and the mothers of America might ‘well shudder 
at the likely prospect of again sending their sons across the sea to die 
in the attempt to collect the debts owed these warlords. . . .’”’* 

By a vote of 214 to 173, the House voted to retain the arms em- 
bargo.'® The Secretary of State then issued another statement urging 
his original recommendations, stressing their importance in “‘the dis- 


14 Congressional Record, vol. 84, pt. 8, p. 8508. 
15 Congressional Record, vol. 84, pt. 8, p. 8498. 
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couragement of the outbreak of war.” The Senate Committee on 
Foreign Relations on July 11 decided by a narrow margin to take no 
action on neutrality legislation until the following January. On 
July 14, the President again urged Congress to act. He transmitted 
with his request a statement by the Secretary of State, who asserted 
that the arms embargo “plays into the hands of those nations which 
have taken the lead in building up their fighting power.” An ag- 
gressor nation well prepared for war would be encouraged in its depre- 
dations because it would know that “its less well-prepared opponents 
would be shut off from” supplies from neutrals. * 

After a White House conference on July 18, at which it was deter- 
mined that Senate action on neutrality was impossible, a release an- 
nouncing the results of the conference stated, ‘‘The President and the 
Secretary of State maintained the definite position that failure by the 
Senate to take action now would weaken the leadership of the United 
States in exercising its potent influence in the cause of preserving peace 
among other nations in the event of a new crisis in Europe between 
now and next January.’’'8 

On August 21 it became known that Russia and Germany had 
agreed to sign a nonagegression treaty: Believing herself free from 
danger in the east, Germany was able to move. Appeals by the 
United States to Germany, to Italy, and Poland to seek a peaceful 
settlement were futile. 

On September 1, German forces moved into Poland. On September 
3, 1939, France and Britain, in fulfillment of their guarantees to 
Poland, declared war on the Reich. 


Strengthening Administrative Foundations 


The role which the Government played in attempting to stave off 
war in itself placed no unusual requirements on the machinery of ad- 
ministration. Diplomatic maneuvers and limited preparedness could 
be carried on by the existing departments and agencies. Important 
steps in administrative reorganization were taken, however, and con- 
siderable progress was made in the practice of Federal administration. 
These changes were not made in preparation for war, but they stood 
us in good stead when war came. Like improvements in public 
health, in public education, in public highways, and in other services, 
improvements in public administration to meet the needs of peace 
strengthened us for defense and war. 

In January 1937, the President transmitted to Congress a message 
on the reorganization of the executive branch of the Government. 


U.S. Department of State, op. cit., p. 465. 
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_He urged the adoption of a reorganization program in a message 
pointedly relating the matter of effective administration to national 
defense. “In these troubled years of world history,” he said, “‘a self- 
government cannot long survive unless that government is an effective 
and efficient agency to serve mankind and carry out the will of the 
Nation. A government without good management is a house builded 
on sand.’ While democracy was being challenged by the temporarily 
triumphant doctrines of dictatorship, he asked, “Will it be said 
‘Democracy was a great dream, but it could not do the job?’ Or shall 
we here and now, without further delay, make it our business to see 

that our American democracy is made efficient so that it will do the 
job that is required of it by the events of our time?” 

After a delay of 2 years, the Reorganization Act of 1939 was adopted. 
It embodied only a part of the President’s program of 1937. Under 
its procedures, the President with the approval of Congress, reassigned 
certain Government functions among the departments and agencies 
so that the number of agencies would be reduced and more efficient 
operation of the departments would result. The reduction in the 
number of agencies brought the governmental machine more nearly 
within the limits of control and direction by the President, even 
though certain important activities of the Government could not be 
touched under the authorizing statute. 

Other actions in the reorganization program contributed even more 
to strengthening the President as manager of Federal Administration. 
The reorganization plan brought into being the Executive Office of 
the President in recognition of the growing burdens upon the President 
and of the increasing necessity that he be adequately equipped to ex- 
ercise leadership and direction of the work of the Government as a 
whole. In this office were grouped the Bureau of the Budget, the 
National Resources Planning Board, the Office of Government Re- 
ports, the Liaison Office for Personnel Management, and the imme- 
diate White House Office. At the same time, the activities of the 
Bureau of the Budget were substantially enlarged to include the con- 
duct of research ‘“‘in the development of improved plans of administra- 
tive management”’ and advice to the President with regard to such 
matters. As the activities of the Executive Office were built up, the 
President came to be more nearly equipped with the machinery by 
which he could give the Federal Government the administrative 
flexibility essential in time of crisis. 

The Executive order, signed September 8, 1939, which established 

‘the internal divisions of the Executive Office, provided that there 
should be in that Office, ‘‘in the event of a national emergency or 
threat of a national emergency, such office for emergency manage- 
ment as the President shall determine.”’ The Presidential statement 
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accompanying the Executive order noted that in periods of emer- 
gency it had ‘always been found necessary to establish administrative 
machinery in addition to that required for the normal work of the 
Government. Set up in a time of stress, these special facilities some- 
times have worked at cross-purposes both within themselves and with 
the regular departments and agencies. In order that the Nation 
may not again be caught unaware, adequate resources for manage- 


a a a 


ment should be provided in advance of such periods of emergency.” — 


The proviso of the Executive order was eventually to serve as one of 
the legal bases for the erection of the major part of the governmental 
machinery essential for defense and war. It was a valuable feature 
in that it permitted the Government to act promptly in time of emer- 
gency. 

In other ways the foundations of administration were being strength- 
ened. In the thirties, thousands of highly trained persons streamed 
into the civil service to perform the duties required by legislation 
enacted to meet the emergency requirements of peace. A major 
element in the program of administrative management of the Presi- 
dent was the strengthening and extension of the merit system of em- 
ployment in the public service. The result was that when the need 
came, the most competent corps of civil employees in the recent history 
of the Federal Government was available for utilization on emergency 
tasks. These civil servants were, of course, inadequate in number 
for the work which was to come, but the rapid infiltration of persons 
of talent into the civil service strengthened it for the test of war. 

On the military side, during the thirties, the Army and Navy 
Munitions Board, proceeding independently, prepared successive re- 
visions of its Industrial Mobilization Plan. Revisions were issued in 
1931, 1933, 1986, and 1939. In August 1939, the Assistant Secretary 
of War appointed a War Resources Board to advise on further revision 
of the Industrial Mobilization Plan. This board consisted of Edward 
R. Stettinius, Jr., Karl T. Compton, Walter S. Gifford, Harold G. 
Moulton, John Lee Pratt, Robert E. Wood, and John Hancock. The 
Board reviewed the plan and submitted recommendations and sug- 
gestions. Shortly after the completion of its assignment, the Board 
was disbanded. 


CHAPTER 
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Preparing for Defense 


N THE months that intervened between the invasion of Poland in 
September 1939, and the national election in November 1940, 
legislative foundations were laid for a more adequate system 

of national defense, but only after thorough debate which spread 
from the Senate and House chambers to every crossroads. Though 
creation of administrative machinery for mobilization was necessarily 
subordinated to the task of obtaining legislation and of promoting 
public discussion of the issues underlying legislative proposals, by 
November 1940, the first steps had been taken in the erection of a 
governmental machine for defense and for war. 

The outbreak of war between the great powers found us still torn 
by conflicting emotions. If the opinion polls are to be believed, we 
thought Germany had caused the war. We thought Hitler’s claim 
‘to the Polish corridor unjustified. We did not want to see England, 
France, and Poland agree to Germany’s claims regarding Danzig. 
Less than a tenth of us believed that we should declare war on Ger- 
many atonce.’ A month after warbrokeout more than half the people 
believed we would not become involved. Our sympathies were over- 
whelmingly with the democracies, but our sympathies were not bellig- 
erent. Nor did we believe the chances of our becoming involved 
great enough to warrant strenuous efforts in preparation for our own 
defense. 


1In September 1939, 81 percent of the respondents in a poll by the American Institute of Public Opinion 
placed responsibility for causing the war on Germany. In the preceding month the Institute had asked; 
“Do you think Hitier’s claims to the Polish Corridor are justified?’? The replies were: Yes, 10 percent; 
no, 61 percent; no opinion, 29 percent. In the same month, the Institute asked whether Germany’s claims 
to Danzig should be accepted and the replies were: Yes, 9 percent; no, 68 percent; no opinion, 23 percent. 
In September, the Institute asked whether we should declare war on Germany at once and the replies were: 
Yes, 9 percent; no, 88 percent; no opinion, 3 percent. 
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On September 5, 1939, the President, in obedience to the Neutrality 
Act, prohibited the export of arms and munitions to France, Germeny, 
Poland, the United Kingdom, India, Australia, and New Zealand.” 
In his address to Congress, summoned to an extra session on Sep- 
tember 21, the President recounted the rise of aggression and reported: 
“The Executive Branch of the Government did its utmost, within our 
traditional policy of noninvolvement, to aid in averting the present. 
appalling war. Having thus striven and failed, this Government 
must lose no time or effort to keep our Nation from being drawn into 
the war.” He called for a repeal of the arms embargo provision of 
the Neutrality Act and a return to our traditional neutrality policy 
under the usages of international law. He advocated that certain 
other provisions of the Neutrality Act be retained such as the restric- 
tion on the movement of American vessels in war zones and of travel 
by American citizens on belligerent vessels. 

On November 4, the President signed a revised Neutrality Act. 
The new Act repealed the embargo on the shipment of arms and 
munitions to belligerents and introduced the rule that no exports to 
belligerents could be made until all right, title, and interest was trans- 
ferred to the consignee. This provision, popularly known as ‘““cash- 
and-carry,” had applied to articles other than arms and ammunition 
from the passage of the 1937 Neutrality Act until May 1, 1939. Pro- 
hibition of the arming of American merchant ships, limitation of 
travel by American citizens on vessels of nations at war, and restriction 
of the movement of American vessels into combat areas were continued 
in effect? 

With the adoption of the ‘‘cash-and-carry” principle, the British 
and French took steps to enlarge and to coordinate their purchasing 
operations in this country, and on December 6, the President estab- 
lished an Interdepartmental Committee for Coordination of Foreign 
and Domestic Military Purchases—generally known as the President’s 
Liaison Committee—which consisted of representatives of the War 
Department, Navy Department, and Treasury Department. It 
operated under the direction of the Secretary of the Treasury and 
located sources of supply and ironed out competition between foreigm 
purchasing and our own procurement programs. British and French 
contracts resulted in the construction of facilities for the production of 
armament and thus strengthened our own defense. To the maximum 
practicable degree the Committee took measures to assure that new 
factories erected with foreign funds would be equivped to produce 
goods to meet American military specifications. 


14 Federal Register 3809-12. 
854 Stat. 4. 
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7 On January 3, 1940, the President, in his annual Message, said: 
“I am asking the Congress for Army and Navy increases which are 
based not on panic but on common sense. They are not as great 
as enthusiastic alarmists seek. They are not as small as unrealistic 
persons claiming superior private information would demand.” In 
reporting the appropriation bill, the House Appropriations Committee 
recommended 57 new airplanes instead of 496. It eliminated an 
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1 Prior to 1940, foreign government contracts amounted to $118.1 million. 
Source: Foreign Purchasing Missions and War Production Board. 


item of some $12 million for the development of an air base in Alaska; 
In all, cuts totaling about 10 percent of the requests were made.* The 
Committee’s recommendations were accepted by the House without 
serious protest. By the time the appropriations measures were con- 
sidered by the Senate, the Nazis had begun moving westward and then 
all could see that the level of military expenditures proposed in Janu- 
ary was far too low. 


4 House Report No. 1912, 76th Cong., 3d sess,, Apr. 3, 1940, 
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The “phony” war came to an abrupt end in April and May 1940. 
Mechanized forces, employed on an unparalleled scale and with 
unprecedented skill, destroyed what had been thought to be the 
world’s best armies, but the Maginot mentality in America, remote 
from the field of actual battle, was not crushed by falling bombs. It 
had to be worn down by the attrition of debate and by the realization 
that warfare had entered a new era. We had to revise our thinking 
about a great many things: about the security which the Atlantic 
assured us under these new conditions, about our position in world 
affairs, and about methods to finance and organize military production. 
We had to learn, in effect, to believe what we could see with our own 
eyes. That was not easy. For months following the opening of war 
in the west, we debated and disputed, making up our minds about 
what we should do at this juncture in world events. 


The Nazis Move Westward 


The German invasion of Denmark and Norway on April 9 appeared 
to us disturbing but not fatal, but the assault on the Low Countries 
on May 10 revealed unforeseen methods of making war. Within a 
week the Army of the Netherlands capitulated. The Belgians sur- 
rendered in less than 3 weeks. In little more than 30 days, France, 
considered to be one of the great land powers of the world, sued for 
an armistice. The British were driven from the continent. Italy 
entered the war. Disruption of the pattern of power in Europe had 
repercussions in the Far East. With the Netherlands and France 
conquered and with Britain occupied in her defense at home, their 
Far Eastern possessions became tempting objects of conquest. Even 
before the French-German armistice was signed in June 1940, the 
Japanese militarists began to exert pressure on French Indochina. 
In July, the British were brought to close the Burma Road. A 
Germany dominant on the continent and free to develop and utilize 
its resources could threaten the United States through the economic 
ties that bound the Latin-American countries to Europe. 

The United States was probably in the most precarious position in 
its history. Yet to many of us the peril seemed remote. Voices 
proclaimed loudly that all this could never touch us; we had the 
Atlantic and Pacific for moats. We continued with unabated zest 
our political feuds even though these internal cleavages affected our 
ability to react quickly to changes in the international environment. 
The coincidence of the crisis with a presidential election further com- 
plicated matters. Everything that was done or left undone was open 
to charges of partisanship. On the other hand, the fact that the 
crisis occurred during the year of a presidential election insured the 
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most alert and demanding public scrutiny and criticism of govern- 
mental policy. 

_ The fall of the Netherlands, Belgium, and France did, however, 
demolish most of the powerful centers of opposition to the develop- 
ment of industrial facilities for production of defense equipment. By 
and large, the problem of rearmament, narrowly defined to exclude. 
such questions as the draft, ceased to be one of mobilizing national 
consensus and became one of governmental and industrial organiza- 
tion for production. In this, some progress had been made already. 
Navy expenditures for the year ending June 30, 1940, were 46 percent 
greater than those for the fiscal year 1937-38. Over the same period, 
expenditures for the military functions of the War Department in- 
creased 54 percent. But this expansion, achieved against fairly strong 
opposition, was trifling in comparison with what had to be done. 

The sweep of German armies over Western Europe also cleared the 
way for obtaining additional appropriations for national defense. 
When the President addressed Congress on May 16 to review military 
developments in Europe, he requested an immediate appropriation of 
$896,000,000 and additional authority to make contract obligations: 
totaling $286,000,000. In response to this request, funds were made 
available by acts approved on June 11 and 13.5 Shortly after the 
British forces were driven from the continent of Europe, the President 
made an “urgent and new recommendation”’ for the appropriation of 
still more money both for the further expansion of production facilities 
and for the purchase of additional weapons. Again Congress acted 
quickly. Including contract authorizations, about 1% billion dollars 
were made available by legislation approved on June 26.° On July 
10, the President went to Congress again for additional appropriations 
and authorizations of almost 5 billion dollars. Two months later 
Congress made the necessary authorizations in an act approved 
September 9, 1940.7 The delay between the request and the appro- 
priation handicapped the defense program, particularly the construc- 
tion of training facilities. 


Advisory Commission to the Council of National Defense 


As early as the fall of 1939, the President began to think about 
the administrative arrangements which might be necessary if we were 
forced to go to war. It was deemed inadvisable to seek from Congress 
positive legislation for industrial mobilization since, in @ campaign 
year, such a request might set off a partisan debate and if anything 
resulted it might be restrictive legislation. Plans, therefore, had to 
be made within the existing statutory framework. The President 


5 54 Stat. 265, 350. 6 54 Stat, 599, 1 §4 Stat. 872. 
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decided to revive the Advisory Commission to the Council of National 
Defense. From the first World War, statutory authority remained 
for a Council of National Defense consisting of the Secretaries of War, 
Navy, Interior, Agriculture, Commerce and Labor. The statute 
authorized the President to appoint, upon nomination by the Council, 
an advisory commission “of not more than seven persons, each of 
whom shall have some special knowledge of some industry, public 
utility, or the development of some natural resource, or be otherwise 
specially qualified.’”® 

As a first step, on May 25, 1940, he issued an administrative order 
formally establishing an Office for Emergency Management in the 
Executive Office of the President. The basis for this action had 
been laid by the Executive order defining the divisions of the Execu- 
tive Office in connection with the general program of governmental 
reorganization in 1939. That order had provided, ‘in the event of 
a national emergency, or threat of national emergency,” for “such 
office for emergency management as the President shall determine.” 
The activation of the office served two important purposes. It pro- 
vided the President with assistance in the coordination and direction 
of emergency agencies and provided authority for the establishment 
of such new agencies as had to be created. Most of the new adminis- 
tritive organizations necessary for defense and war originated as 
units of the Office for Emergency M inagement. At the time of the 
est blishment of the OEM, the President designated William H. 
McReynolds, one of his administrative assistants, as Liaison Officer 


for Emergency Management with the function of directing the OEM 
the duties of which were to— 

Assist the President in the clearance of information with respect to measures 
necessitated by the threatened emergency; 

Maintain liaison between the President and the Council of National Defense 
and its Advisory Commission, and with such other agencies, public or private 
as the President may direct, for the purpose ef securing maximum utilization anit 
coordination of agencies and facilities in meeting the threatened emergency: 

Perform such additional duties as the President may direct. 


On May 28, the President announced the reestablishment of the 
Advisory Commission to the Council of National Defense. It was to 
consist of the following “advisors”: Industrial materials, Edward R. 
Stettinius, Jr.; industrial production, William 8. Knudsen: employ- 
ment, Sidney Hillman; farm products, Chester C. Davis: erananene 
tion, Ralph Budd; Price stabilization, Leon Henderson; ard consumer 
protection, Harriett Elliott. The Liaison Officer for Emergency 
Management was designated as Commission secretary. Alhouste 
the Commission in form was advisory to the Council of National 


8 39 Stat. 872. 
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Defense, in fact it was advisory to the President, for the Council 
remained dormant. 

In creating the Commission, the President made an administrative 
determination which drew no little criticism from both his friends and 
enemies. Fundamentally, his decision was dictated by judgments of 
what was feasible in the general political circumstances—and in 
political matters the opinion of the President had always been accorded 
respect. Reliance on existing legislation made it possible to avoid 
seeking action from Congress, action which might, and probably would, 
have resulted in administrative inflexibility at a time when the utmost 
flexibility was required. Moreover, other and more important issues, 


such as selective service, needed to be given priority by Congress 


without the distraction of additional urgent Presidential requests. 

At the time of the creation of the Commission, the domestic political 
situation was delicate. The national conventions were in the offing. 
Even preparation for defense was a matter of questionable popularity 
with a people that hated war. The Administration was being accused 
of leading the Nation to war in an underhand manner without dis- 
closing its intentions. In describing his action, the President said: 

This is not complete, immediate national mobilization. We are not talking 
at the present time about a draft system, either to draft money or men or women 
or all three. We are trying to expend about a billion and a quarter dollars more 
than the normal process. And in order to do that, it has seemed wise to put into 
effect what has been ready and planned for a long, long time, under an existing 
statute, without having to go and propose something entirely new in the way 
of legislation that would take weeks and months and a great deal of pro and con 
discussion, partisan and otherwise, and would probably end up in practically 
the same thing that we have on the statute books now, 

Decision to revive the Advisory Commission meant a rejection of 
the Army-Navy Industrial Mobilization Plan. The plan, however, 
scarcely merited the build-up it had been given; it was a document 
dealing only in generalities with the problem of governmental organi- 
zation for war and it was formuleted for conditions unlike those which 
actually arose. It presumed the existence of a state of war under 
which almost any power could be had from Congress for the asking 
and under which a full-fledged war organization would have to be 
created. Neither of these conditions prevailed, and until war came, 
progress could be made only as public opmion crystallized into deci- 
sion. Another crucial factor in the rejection of the ‘““M-day” plan 
was its provision for a single administrator with vast powers over 
governmental organization and policy, far greater powers than those 
exercised by the Chairman of the War Industries Board in World War I. 
Delegation of such enormous powers would have made it difficult 
for the President to control the broad strategy of defense preparation 
and foreign economic policy during a most critical period. Such action 
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would have constituted virtual abdication by the President and would 
have made him less able to meet his constitutional responsibilities. 
Moreover, the plan carried with it potentialities of far greater military 
influence in the management of governmental affairs than appeared 
either desirable or politic at the time. For these reasons, the plan 
seemed unattractive to the President. For the same reasons, his 
political opponents held the plan in high esteem. 

The individual advisors set to work in their respective fields. In 
most instances, each advisor’s job was twofold. He had to aid in 
getting a current job done. Perhaps more important, he had to make 
detailed studies and plans about what would have to be done if the 
country got into war. Only the advisors on industrial materials and 
industrial production faced questions demanding immediate answers. 
Labor supply was adequate. Price inflation was not an immediate 
danger. .Farm products were not scarce. The transportation system 
was not under a strain. In these fields, the problem was one of 
preparation of plans for whatever might come. Each of the advisors 
built up small staffs which later became the foundation on which 
more elaborate war organizations were built. 

In addition to the small organizations which grew up around each 
advisor, the Commission provided for the establishment of other 
organization units which were destined to become important parts of 
the administrative machinery for defense and war. The Council of 
National: Defense had statutory authority to “organize subordinate 
bodies for its assistance in special investigations” and this power 
served as a legal basis for the creation of some emergency administra- 
tive agencies. The Council of National Defense on June 27, 1940, 
designated Donald M. Nelson as Coordinator of National Defense 
Purchases. He functioned in fact as a member of the Advisory 
Commission. Later he also became Director of the Small Business 
Activities Office, authorized by the Commission on October 23, 1940. 
At the outset, the Commission authorized the establishment of the 
Bureau of Research and Statistics, under the direction of Stacy May, 
to serve all the advisors. At the same time, Robert Horton became 
Director of Information for the NDAC. Late in July, Frank Bane, 
Executive Director of the Council of State Governments, became 
Director of the Division of State and Local Cooperation in the Office 
of the NDAC Secretary. The functions of this division included the 
maintenance of liaison with State and local defense councils and the 
absorption of some of the pressure from State and local groups for 
defense contracts. Other “subordinate bodies,” to be mentioned 
subsequently in this chapter, were also established to aid the Advisory 


Commission or to carry on functions quite independently of the Com- 
mission. 
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Although the ‘‘advisors’’ were collectively called the Advisory Com- 
mission to the Council on National Defense, they were not intended 
to constitute a collegial body or to function as a group. In practice, 
the theory was not maintained that each advisor was to function 
independently within his own sphere. All the advisors were interested 
in all phases of defense policy and the Commission soon assumed 
collegial characteristics and functions. The advisors considered 
themselves to be a Commission, not just Presidential assistants created 
under a convenient statute, and so did Congress and the country. In 
the personnel of the Commission, and in its deliberations were reflected 
most of the significant political viewpoints of the time. And the 
deliberations of the Commission were certainly not without value in 
the process of developing reconciliations of some sharp differences in 
order that the defense effort might move along. Yet the efforts of 
the advisors to function as a Commission, a type of operation to which 
their mandate did not extend, contributed to their administrative 
difficulties. 

Any judgment about the work of the Commission must necessarily 
be tentative. Administratively, it was by no means a perfect machine 
for the conduct of mobilization, but it was not designed to be. On 
the positive side, the advisors expedited the execution of the produc- 
tion and procurement program authorized at the time, brought new 
and needed personnel into the Government, initiated studies and 
surveys, defined the kinds of problems which might arise, and served 
as a practical administrative stop-gap. The Commission must be 
evaluated in the light of what was politically practicable at a time 
when the Nation, beset by considerable internal political turmoil, was 
making up its mind about what it would do in international affairs. 
During the summer of 1940 and even after Pearl Harbor, endless fears 
and ideological blinders restrained action. It required both debate 
and the further development of events to dissipate these restraints. 
Business was fearful; labor was anxious. 


Issues in Getting Production Under Way 


It was necessary to induce manufacturers to accept defense con- 
tracts. Only recently, businessmen who had manufactured muni- 
tions in the first World War had been subjected to investigations, and 
they were not anxious again to go through that kind of agony. Mr. 
Knudsen, the advisor on industrial production, Mr. Nelson, Co- 
ordinator of Purchases for the Commission, and other businessmen 
drawn into the Commission’s work were able by pressure and per- 
suasion to induce reluctant businessmen to take contracts for the 
construction of new defense plants and the production of military 
goods. 
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The War and Navy Departments, accustomed to small-scale, 
meticulous, and slow purchasing procedures, had to be shocked into 
altering their practices to meet the necessities of larger-scale operation. 
The advice, assistance, and urging of business experts, while not al- 
ways welcomed by the service departments, brought modifications in 
their practices. Legislation was required to remove legal limitations 
on contracting officers and to permit the negotiation of contracts. 
Congress granted the necessary authority in several acts, but it was 
not easy for contracting officers, mindful of a reckoning to come for 
inevitable errors of judgment, to shake off their habitual methods of 
slow and careful action. The passage in June 1940 of a statute author- 
izing the President to order priority for deliveries under Army and 
Navy contracts gave them further support and strengthened our legis- 
lation for defense.® 

One of the most important blocks to rapid action was the fear that 
productive facilities, especially for raw materials, would be expanded 
so much that the Nation would be left with excess capacity. This 
anxiety colored action within both industry and the Defense Commis- 
sion. We were not, and we hoped not to be, in the war, but war or no 
war, the estimates of materials and facilities the crisis would demand 
to support military production and to maintain the essential civilian 
economy, were subjects of dispute. Quite apart from the technical 
problem of estimating quantities of materials and products required 
to maintain a given military effort over a given period of time, the 
determination of the new productive facilities we needed had to rest 
on a correct forecast of the trend of international events. What the 
trend was became the subject of heated controversy until Pearl 
Harbor. All sides accepted the proposition that some expansion in 
capacity was essential to produce commodities which had both civilian 
and military uses, but they differed about the particular industries 
to be expanded and about the degree of expansion. Emerging from 
a period in which our thinking was dominated by the problem of what 
to do about surpluses, we were cautious in our estimates of the future 
demands on our industries. 

Private enterprise naturally was reluctant to invest its money in 
plants to produce weapons for a war that might not come, but we were 
not a nation traditionally disposed to invest public funds in manu- 
facturing establishments. Government ownership of plants and 
machinery was anathema to many business and financial men, al- 
though some plane manufacturers were indifferent about how new 
factories were financed. After considerable discussion, Congress 
passed, and on June 25, the President approved, legislation which 
empowered the Reconstruction Finance Corporation— 

9 54 Stat. 676. 
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(1) To make loans to, or, when requested by the Federal Loan Administrator 
with the approval of the President, purchase the capital stock of, any corporation 
(a) for the purpose of producing, acquiring, and carrying strategic and critical 
materials as defined by the President, and (6) for plant construction, expansion 
and equipment, and, working capital, to be used by the corporation in the manu- 
facture of equipment and supplies necessary to the national defense, on such 
terms and conditions and with such maturities as the Corporation may determine; 
and 

(2) When requested by the Federal Loan Administrator, with the approval of 
the President, to create or to organize a corporation or corporations, with power 
(a) to produce, acquire, and carry strategic and critical materials as defined by 
the President, (b) to purchase and lease land, to purchase, lease, build, and expand 
plants, and to purchase and produce equipment, supplies, and machinery, for the 
manufacture of arms, ammunition, and implements of war, (c) to lease such plants 
to private corporations to engage in such manufacture, and (d) if the President 
finds that it is necessary for a Government agency to engage in such manufacture, 
to engage in such manufacture itself... .™ 


Under this legislation, the Rubber Reserve Company and the 
Metals Reserve Company were established on June 28, 1940, as sub- 
sidiaries of the Reconstruction Finance Corporation. Creating of the 
Defense Plant Corporation and the Defense Supplies Corporation 
followed on August 22 and 29, respectively. By now the Recon- 
struction Finance Corporation had become, as large organizations 
tend to do, fixed in its ways, and it was proud of its record of making 
“sound” loans. With the encouragement of persons in the Defense 
Commission who disliked the idea of Government ownership of plants, 
the RFC wavered for some time before it decided that the Govern- 
ment might own outright a plant essential for national defense but 
not likely to be built by private investors. 

At the same time that steps were being taken to get production of 
defense articles under way, measures were initiated quietly to mobilize 
the scientific brains of the country to develop new implements of war. 
On June 27, through an order of the Council of National Defense, the 
President established the National Defense Research Committee. 
The Committee was instructed to “correlate and support scientific 
research on the mechanisms and devices of warfare, except those 
relating to problems of flight included in the field of activities of the 
National Advisory Committee for Aeronautics”.” The Committee 
rapidly entered into contracts with universities, industrial labora- 
tories, and other scientific institutions to focus the scientific resources 
of the Nation on problems relating to the mechanisms and devices of 
warfare. 

The process of getting the country squared away for rearmament 
was accompanied by prolonged and vitriolic debate over the terms on 
which various interests would participate in the defense program. 


10 54 Stat. 573. 11 § Federal Register 2446. 
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Labor leaders thought that industry considered the emergency as & 
golden opportunity to liquidate labor unions and labor rights; and 
some industrialists undoubtedly were judged correctly. Industrialists 
(or some of them) thought that labor leaders saw in the emergency 
a golden opportunity to enlarge their domains and to hold up the 
Government until it met their terms; and some labor leaders un- 
doubtedly were correctly gaged. Business was accused by labor, by 
politicians, and by others of conducting a “strike of capital” until 
they were able to get contracts on their terms. Everybody was 
clamoring for the Government to knock heads together; i. e., other 
people’s heads. 

The controversy crystallized around such specific issues as profit 
limitation, excess profits taxation, accelerated amortization for tax 
purposes of private investment in defense production facilities, and 
labor conditions to be attached to Government contracts. In the 
summer of 1940, these subjects were being discussed in the press, in 
Congress, and within the Administration. Their solution did not 
seem to be expedited materially by reflections on the Battle of Britain. 
Industrial groups were anxious to modify limitations on profits and 
to be assured that their investments would be amortized rapidly under 
the tax laws; they were somewhat less enthusiastic about settling the 
question of excess profits taxation. At the insistence of the President, 
consideration of excess profits taxation was coupled with legislation 
for accelerated tax amortization. Business might be permitted to 
write off costs of expansions necessary for defense purposes more 
rapidly than usual but the Government would have some protection 
through excess-profits taxes. 

Final action on tax amortization did not come until the approval 
of legislation on October 8. The dispute over this subject turned out 
to be less important than it seemed for it developed that most war 
plant expansion was financed from public funds rather than by private 
investment. The administration of tax amortization legislation be- 
came a question largely of determining whether proposed expansions 
would be useful only for defense. Relatively liberal administration 
by the War and Navy Departments, anxious to get along with pro- 
duction, resulted in permission to some concerns to write off rapidly 
against high war profits the cost of facilities which would be usable in 
time of peace. 

On Government policy toward labor, long and heated discussions 
occurred within the Advisory Commission, in the press, and on the 
hustings, for, it is to be remembered, this was a Presidential campaign 
year. Labor desired that hours of work should not be lengthened in 
order that idle workers might be absorbed in defense plants. It was 
more convenient for contractors to increase the hours of work than to 
put on double shifts; the War and Navy Departments sympathized 
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with this point of view and also were impatient with the labor con- 
ditions attached to Government contracts under the Walsh-Healy 
Act. The National Labor Relations Act still was unpopular among 
employers many of whom would have welcomed an opportunity to 
use the defense program as a way around the legislation. 

On August 31, the Advisory Commission to the Council on National 
Defense adopted a statement of principles on labor questions which 
was later transmitted to Congress by the President. The Commis- 
sion urged that the defense program be used to ‘‘reduce unemployment 


and otherwise strengthen the human fiber of ournation”’. Itsuggested 


‘that hours of work should be generally limited to 40 per week in order 


that the unemployed might be put to work. When more than 40 
hours was necessary, overtime should be paid “‘in accordance with the 
local recognized practices.” The Commission also concluded that 


’ defense work should comply with applicable Federal statutes such as 


the Walsh-Healy Act, the Fair Labor Standards Act, and the National 
Labor Relations Act as well as with State and local laws governing 
hours of work, wages, and related matters. The Commission de- 
clared against discrimination among workers because of age, sex, 
race, or color and suggested that adequate housing facilities be made 
available for employees. It reaffirmed a statement issued by the 
Chief of Ordnance of the United States Army on November 15, 1917, 
in which it was asserted that safeguards designed to protect labor 
should be retained in an emergency because they contributed to effi- 
ciency. 

Progress in defense production from the fall of France to the end of 
1940 was not impressive in terms of defense articles actually manu- 
factured. Instead the period was one in which money was appro- 
priated, contracts were awarded, war plant construction was put in 
motion, and other preliminaries to actual production were carried out. 
From June 1 to the end of December, almost $10.5 billion in contracts 
were awarded. Deliveries under these contracts were very small, of 
course, and the Government was ridiculed because, for example, it 
cited the number of planes ‘‘on order’’ as an indication of progress. 
An impression of the magnitude of total contract awards in the latter 
half of 1940 may be gained from the fact that these awards were over 
nine times the total amount spent for military purposes by the War and 
Navy Departments in the fiscal year ending June 30, 1938. Cash 
expenditures for all defense purposes in the month of December 1940 
slightly exceeded the amount spent for naval purposes during the 
entire fiscal year ending June 30, 1938. Expansion was under way. 

While the issues connected with getting production under way 
were being settled, other questions concerning the maintenance of 
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the health and welfare of the civilian population were arising. Mod- 
ern war had made obscure the line between the home front and the 
battle front and to mobilize the civilian population for defense necessi- 
tated special governmental actions in a variety of fields. 

Housing was one of the first problems to emerge. The construction 
of new industrial plants, the erection of shipyards, and the expansion 
of employment in established industrial centers, stimulated move- 
ments of population which created heavy demands for shelter in 
centers of defense activity. In June 1940 the Central Housing Com- 
mittee reported to the President that the provision of housing for 
workers should be undertaken “‘in order to avoid the enormous labor 
turnover and the hampering of production which was experienced in 
the last war’’. 

At the time, a number of Government agencies were concerned 
with housing in one way or another. The Public Buildings Admin- 
istration had a large construction organization which designed Govern- 
ment buildings and contracted for their construction. The United 
States Housing Authority had responsibility for low-cost family 
housing and the Farm Security Administration specialized in rural 
housing. The financing of housing was handled by the Federal Hous- 
ing Administration, the Federal Home Loan Bank Board, and certain 
subsidiaries of the Reconstruction Finance Corporation. 

The administrative problem was to focus the work and influence 
of all these housing agencies in the areas where developing defense 
activities were creating requirements for housing. The Central 
Housing Committee recommended that a Defense Housing Coordina- 
tor be named for the duration of the emergency. He would be con- 
nected with the Defense Advisory Commission and would be re- 
sponsible for the planning and prosecution of a housing program 
through the existing governmental agencies. On July 21, the Defense 
Advisory Commission announced the appointment of Charles F. 
Palmer as housing coordinator to expedite housing construction and 
to coordinate the work of governmental housing agencies in defense 
centers. The coordinator within a few weeks had determined which 
local areas had the most urgent need for housing and should receive 
priority of attention by housing agencies. Steps were also soon 
taken to obtain appropriations for housing to be constructed directly 
by public agencies. 

It was clear that intensification of defense activity would strain 
governmental health, welfare, recreational and related services and 
that they would have to be adapted to meet new kinds of problems. 
On November 28, 1940, the Federal Security Administrator was 
designated by order of the Council of National Defense as Coordinator 
of Health, Welfare, and Related Defense Activities. He was directed 
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to “formulate and execute plans, policies, and programs designed to 
assure the provision of adequate services of this character to the 
Nation during the national-defense emergency; and to that end he 
shall coordinate the facilities of existing Federal agencies with respect 
to these several fields of action, and shall establish and maintain liaison 
with such other agencies, public or private, as he may deem necessary 
or desirable’’.” 


Emergency Organization for External Affairs 


Following the fall of France, and during the siege of Britain, two 
broad objectives animated our actions in external matters. The 
first was to keep Britain and her fleet in being as fighting entities. 
The second was to protect our Latin-American flank by economic and 
political action. After Dunkirk, “the British Isles were in effect 
defenseless so far as organized and equipped ground forces were con- 
cerned,” the Chief of Staff later reported. “Practically all their 
field army equipment had been lost and an immediate invasion was 
threatened ... For the United States the military issue immedi- 
ately at stake was the security of the British Fleet to dominate the 
Atlantic.”” The only sources from which immediate British needs for 
military equipment could be met even partially were the stocks of our 
Army and Navy. Steps were taken hastily to move rifles, field guns, 
machine guns, ammunition and other munitions to ports of embarka- 
tion, leaving the United States with enough World War stocks to 
equip 1,800,000 men. 

The transfer of munitions enabled the British to meet their imme- 
diate crisis better equipped, but for the long pull ereatly increased. 
production in the United States was necessary to furnish a steady flow 
of war goods. Throughout the summer of 1940, British supply 
officers negotiated with the President’s Liaison Committee and with 
officials of the Defense Commission to arrange for new facilities to 
produce tanks, planes, and other munitions. So far as practicable, 
the Government insisted that British orders should be in accord with 
specifications acceptable to both governments. Thus, as factories 
and machines came into production, we had the assurance that they 
would be capable of turning out war material which would be usable 
by American forces as well as by the British. Apart from this con- 
tribution to our national defense, the policy in the long run incerased. 
the efficiency of our productive capacity, for it reduced the variety 
of models of defense articles and equipment to be manufactured. 

Even before Dunkirk, the British and French explored with the 
United States Government the possibility of acquiring a number of 
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the 200-odd destroyers which we had constructed for convoy duty in 
the First World War. The suggested transfer raised an issue painful 
to decide. The benefit to us of strengthening the British Navy 
had to be weighed against the probability that we might need the 
destroyers in the Pacific. Also, the proposal quickly became a 
subject of public discussion and strong blocs of opinion arrayed 
themselves on both sides. 

The transfer proposal was coupled with the acquisition of naval 
and air bases on British possessions in the western hemisphere. Thus 
was suggested a way to handle the issue in a manner consonant with 
the domestic division of opinion. Isolationist leaders long had ad- 
vocated acquisition of naval bases on nearby British possessions; 
interventionists were equally anxious that the pressing necessities of 
the British be met. The deal was made on September 2 by an ex- 
change of notes between the British Ambassador and the Secretary 
of State. The right to bases in Newfoundland and Bermuda was 
granted freely to the United States. The right to bases in the Ba- 
hamas, Jamaica, St. Lucia, Trinidad, Antigua, and British Guiana 
was granted in exchange for 50 of our over-age destroyers. 

Our program for external economic affairs had a negative aspect 
as well as the positive one of promoting production for export to 
friendly countries. The Government possessed a limited power to 
control exports, but it was necessary to broaden this authority to 
limit the exportation of materials which were required for our own 
production and to prevent the shipment of critical materials to ag- 
gressor countries. On July 2, the President approved an act which 
permitted him to prohibit or curtail the export of “any military equip- 
ment or munitions, or component parts thereof, or machinery, tools, 
or material, or supplies necessary for the manufacture, servicing, or 
operation thereof... . .”!* On the day the act became effective, the 
President issued a military order designating Lt. Col. Russell L. 
Maxwell, United States Army, as Administrator of Export Control. 
The President also issued a proclamation listing materials, chemicals, 
products, and machine tools which were to be exported only under 
license. Subsequent proclamations enlarged this list. Licenses were 
issued by the Department of State in accordance with directives from 
the Administrator of Export Control. 

The organization of the defense of the American republics was a 
matter of prime importance in the summer of 1940 because the Latin- 
American route offered the Germans their easiest approach to this 
hemisphere. It was necessary to combat Nazi economic and idealogi- 
cal infiltration into the American republics as well as to take preventive 
military measures. In both objectives, the Good Neighbor Policy, 
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_ which the Government had pursued consistently, stood us in good 


stead. 

The Nazi advance in Western Europe brought final action on a 
bill to authorize the War and Navy Departments to manufacture and 
sell certain types of arms and munitions to the government of any 
American republic.* The legislation had been under consideration 
for a long time. It had been passed by the House on July 24, 1939, 
but did not become law until June 16, 1940. Its purpose was to make 
available to the American republics products manufactured in the 
United States by Government arsenals and factories, and thus to 
make the American republics less dependent on European sources of 
supply. ‘This legislation was important chiefly as a gesture, since the 
course of events led to assistance to the Latin-American republics 
under the Lend-Lease Act, rather than under this act. 

French, Dutch, and British possessions in Latin-America were 
potential bases for Axis operations. Two days after France requested 
an armistice, the Secretary of State transmitted to the German and 
Italian foreign offices a note indicating that the United States ‘would 
not recognize any transfer, and would not acquiesce in any attempt to 
transfer, any geographic region of the Western Hemisphere from one 
non-American power to another non-American power.”’ On July 21, 
foreign ministers of the 21 American republics convened at Havana 
to consult about the difficulties and problems confronting them. The 
Declaration of Reciprocal Assistance and Cooperation for the Defense 
of the Nations of the Americas, as it emerged from the deliberations 
of the meeting, averred that any attempt by a non-American state 
against the territory or political independence of any American state 


' would be “considered as an act of aggression against the States’ 


signing the declaration. The signatory powers agreed to confer 
among themselves to agree upon measures in case such acts of aggres- 
sion were committed. 

While the Havana conference was in session, the President requested 
Cengress to increase the lending power of the Export-Import Bank. 
He pointed out that blockades and counterblockades with the con- 
sequent disorganization of trade were causing distress in the countries 
of the Western Hemisphere which were unable to dispose of their 
commodities through their normal channels of trade. Legislation 
approved on September 26 increased the lending authority of the Bank 
from $200,000,000 to $700,000,000 and authorized it to lend up to 
$500,000,000 ‘‘to assist in the development of the resources, the 
stabilization of the economies, and orderly marketing of the products 
of the countries of the;Western Hemisphere. . . .””” 
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Promotion of hemisphere solidarity demanded more effective co-— 


ordination of governmental agencies concerned with various aspects of 
our relations with the American republics. Although the State De- 
partment had great accomplishments to its credit in the promotion 
of the Good Neighbor Policy, the traditional methods and limitations 
of diplomacy made it necessary to supplement the Department’s work. 
The customs of diplomacy as well as its lack of legal authority re- 
strained the State Department from participation in commercial, 
cultural, and educational activities which might embarrass it in the 
conduct of its normal business. Mr. Nelson Rockefeller and certain 
associates proposed that there should be created an organization 
which would not be hampered by the limitations of traditional dip- 
lomacy in the promotion of good will among the Latin American 
republics. Their arguments were persuasive and the Office for Co- 
ordination of Commercial and Cultural Relations between the Ameri- 
can Republics was established by order of the Council of National 
Defense on August 16, 1940, with Mr. Rockefeller as Coordinator. 
The Office was directed to serve as a central point for coordination of 
the activities of Government departments and agencies which af- 
fected inter-American relations. It was also made responsible for 
carrying on directly programs in “such fields as the arts and sciences, 
education and travel, the radio, the press, and the cinema’”’ which 
would “further national defense and strengthen the bonds between 
the nations of the Western Hemisphere’’. 

By the order establishing his Office, the Coordinator was instructed 
to— 


(1) establish and maintain liaison between the Advisory Commission, the 
several departments and establishments of the Government and with such other 
agencies, public or private, as the Coordinator may deem necessary or desirable 
to insure proper coordination of, and economy and efficiency in, the activities of 
the Government with respect to Hemisphere defense, with particular reference to 
the commercial and cultural aspects of the problem, and also shall be availiable 
to assist in the coordination and carrying out of the purposes of Public Resolution 
No. 83, Seventy-sixth Congress (H. J. Res. 367); 

(2) be a member and chairman of the Interdepartmental Committee on Inter- 
American Affairs, which shall include the president of the Export-Import Bank 
one designated from each of the following departments: State, Agriculture Tieaed 
ury, and Commerce, and such representatives from other agencies and depertnente 
as may be needed from time to time, the Committee to consider and correlate pro- 
posals of the Government with respect to Hemisphere defense, commercial and 
cultural relations and to make recommendations to the appropriate Government 
departments and agencies; 

(3) be responsible directly to the President, to whom he shall submit reports 
and recommendations with respect to the activities of his office: 

(4) review existing laws, coordinate research by the several ‘Federal agencies 
and recommend to the Interdepartmental Committee such new legislation se 
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may be deemed essential to the effective realization of the basic objectives of the 
Government’s program; 

(5) be charged with the formulation and the execution of a program in coopera- 
tion with the State Department which, by effective use of governmental and 
privace faciiities in such fields as the arts and sciences, education and travel, 
radio, the press, and cinema, will further national defense and strengthen the 
bonds belween the nations of the Western Hemisphere.” 


Peacetime Selective Service 


In an age of mechanized warfare a nation cannot “spring to arms.” 
Men must be instructed thoroughly in the care and use of weapons 
and equipment often requiring great skill. But knowledge of the use 
of weapons and the operation of complex equipment is not enough; 
to become an effective team, officers and men must train together in 
large units under field conditions approximating those of actual military 
operations. In the spring of 1940, our land forces consisted of a 
small professional army, the National Guard, and some Reserves. 
Training of the regular army had been limited severely by the mainte- 
nance of the regular army in small groups at scattered posts which 
made it imposible to conduct field exercises with large bodies of 
troops. In fact, the first genuine corps and army maneuvers in the 
history of the Nation became possible in the late spring of 1940. The 
National Guard required intensive training to be brought to the 
proper condition, but it represented the most readily available source 
of additional military personnel. 

In his message of May 31, asking for additional armament appro- 
priations, the President recommended that Congress give him author- 
ity to call into active service such portions of the National Guard 
and Reserve as might be necessary. The request was made so that, 
if Congress adjourned, the President would have authority to meet 
contingencies which might arise during its absence from Washington. 
No action was taken immediately to meet the recommendation. 
Shortly after it was made, Italy entered the war and France surren- 
dered. On July 29, the President reported to Congress that the 
‘increasing seriousness of the international situation” demanded that 
the national defense structure should be “brought as rapidly as 
possible to the highest state of efficiency, in training as well as in 
equipment and materials.” He requested Congress to authorize him 
to order Reserve officers to active duty and to call the National Guard 
to “active service for such period of intensive training as may be 
necessary to raise its efficiency to a point comparable with that of our 
small regular establishment.” By legislation approved on August 
27, 1940,'8 the President was eranted power to call up the National 
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Guard and Reserve officers for 12 months of duty. By order of 
August 31, effective September 16, the President called into active 
military service certain elements of the N ational Guard, and subse- 
quent orders brought other units into service. 

Congress did not appropriate until September funds requested by 
the President early in July for construction of training facilities. The 
existing shortage of military camps made doubtful the wisdom of 
calling the National Guard into Federal service in September. Selec- 
tive Service was, however, under consideration by Congress at the 
time and it was feared that to delay active duty for the Guard might 
result in further postponement or defeat of draft legislation. 

Induction of the National Guard furnished a large block of personnel 
which could be trained, conditioned, and disciplined into an important 
addition to the defensive system. But even with this addition we 
had insufficient troops for defense. In the summer of 1940, the Ad- 
ministration felt that large numbers of men should be trained for 
military service. The issue was whether to rely on recruitment of 
volunteers or to adopt conscription. The introduction of compulsory 
military training in time of peace presented a grave issue which aroused 
prolonged debate in Congress and the country at large. The wisdom 
and necessity of the action were doubted by men of unquestioned 
sincerity. Thus a distinguished Senator declared— 

... Mr. President, were I to be a party to riveting shackles of militarism upon 
the American people, and superimposing upon the American people in time of 


peace, the damnable system of conscription which has devastated and ruined 
Europe, I could not hope for any peace with myself hereafter. 


Mr. President, this bill is supported by some of the ablest men in the Senate 
and in the country. When they come to reflect within a few months after their 
fever has abated and realize that they were hurried beyond necessity and hurried 
beyond the requirements of the hour, I venture the assertion that many if not 
most of those who vote for this bill will regret it, because they are men of con- 
science; and when the last hour comes and the last scene comes for them and they 


review their careers, they will say, ““That is one vote I cast that I would recall if 
I could.”’ 


Our traditional fear of militarism was a major basis of opposition 
to the proposal. Another objection, which applied also to other 


issues then under consideration, was the belief that military training 
was a step toward war: 


More than a year ago—I think it was a year and a half or 2 years ago—lI said 
that I would stand at this desk until the end against war; and I repeat that state- 
ment, Mr. President . . . I do not know whether the President wants all the power 
we are giving him here or not, but I know that we cannot give it to him and con- 
vince the American people that we are not ready and resigned and reconciled to 
the final, inevitable, short step of actually entering the war.2 


1# Senator Ashurst, Congressional Record, Vol. 86, pt. 10, pp. 11110-11, 
% Senator George, Congressional Record, Vol. 86, pt. 10, pp. 11097-98, 
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The proposal to draft manpower inevitably suggested the conscrip- 
tion of property. Delays in the execution of defense contracts because 
of uncertainty about profits added fuel to the flames and brought 
demands by some members of Congress for the conscription of industry 
as well as men. With equal vigor others opposed the conscription of 
factories. For example: | 

This is a most extraordinary provision for the confiscation, or at least the ap- — 
propriation, of property. It modifies every concept of American law we have 
ever had, as does the draft law. If it were absolutely necessary in time of war, 
I should be in favor of it; but I do not believe the emergency is one which justifies 
the drafting of men. I shall refuse to vote for any measure to draft men, and I 
do not propose to vote for any measure to draft property.2! 

Debate on the issue was by no means restricted to the halls of 
Congress. Discussion flared throughout the country, but public 
opinion gradually crystallized in favor of the draft. The trend in 
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opinion, as measured by the opinion polls, is shown by the chart on 
this page. Opinion became much more favorable after the fall of 
France, and the upward trend continued during the summer months 
of 1940. After thorough consideration of every phase of the problem 
Congress enacted selective service legislation which was approved 
on September 16; it included provisions permitting obligatory orders 
upon industry and empowering the Government, if necessary, to 
seize plants and operate them, 
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Passage of the Selective Service Act made a huge administrative 
mechanism necessary for the selection and induction of personnel for 
military training. Preparatory work by the General Staff of the 
War Department under way since 1926 included the preliminary 
training of Reserve officers and National Guard officers for the admin- 
istration of selective service. As the passage of the bill approached, 
the President appointed a civilian committee to cooperate with the 
Joint Aimy and Navy Selective Service Committee with the conse- 
quence that plans which had been developed by the Joint Committee 
were further revised in the light of the viewpoint of the President’s 
Committee. Once the plans were completed, the rapid creation of 
machinery for the administration of the legislation was made possible 
by the collaboration of State and local governments. On October 16, 
30 days after the law became effective, more than 16 million men were 
registered at more than 125,000 registration points in the United 
States. In the creation of local boards to function in the administra- 
tion of selective service after the initial listing of registrants, State 
Governors prepared lists of persons for nomination to the President 
in whom the power of appointment was vested. In each State a 
headquarters was established to supervise the work of local boards. 
Federal-State cooperation and the willingness of thousands of citizens 
to volunteer their services enabled the rapid erection of a far-flung 
administrative apparatus which was to function remarkably well in 
view of the magnitude of its job. 


The Cumulation of Events 


In the months following the President’s message of May 16, 1940, 
the Nation slowly moved toward great decisions. This process of 
making up our national mind about what to do in the world crisis was 
reflected in a series of basic laws. Before the end of 1940 legislation 
had been enacted to altec the peacetime rules for letting production 
contracts, to fix new rules to prevent excessive profits on contracts, 
to permit the Government to undertake the procurement of raw 
materials and the construction of facilities, to appropriate huge sums 
of money for defense, to establish the selective service principle, and 
to deal with a variety of related subjects. When war came in Decem- 
ber 1941 further legislative action was necessary, but the legislation 
essential to authorize preparation for defense had already been enacted. 
The situation which confronted the Nation had not been foreseen by 
those responsible for planning for mobilization. They had thought 
that industrial mobilization would not really get under way until after 
a declaration of war, a condition under which expression of the 
national will through legislation would present a different problem. 
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Cuart 4. Development of the War Organization. 
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On the administrative side, the Government’s defense actions in 
1940 were limited to the establishment of partial administrative 
machinery for partial industrial mobilization. The general political 
divisions were reflected in the form and rate of development of the 
administrative machinery and in the designations of the principal 
personnel. Moreover, the inchoate nature of the administrative 
machinery was not unaffected by the uncertainty which remained in 
national purpose. Had there been more general expectation that we 
would be attacked and that a more rapid industrial mobilization should 
be undertaken, the governmental mechanisms would have been differ- 
ent. Nevertheless, the Defense Advisory Commission and its sub- 
sidiary organizations contained in embryonic form many of the agen- 
cies which were developed more fully later. In the small and fairly 
simple administrative mechanisms created in the summer of 1940 
were to be found the seeds of the Office of Production Management, 
the Office of Price Administration and Civilian Supply, and the Office 
of Defense Transportation. Some of the functions later to be per- 
formed by the War Manpower Commission, particularly in the field 
of labor training, were got under way on a small scale. The Admin- 
istrator of Export Control eventually furnished part of the Economic 
Defense Board organization. The Defense Housing Coordinator, 
established as an agency of the Defense Commission, later served as 
the core of the National Housing Agency. The Coordinator of Com- 
mercial and Cultural Relations between the American Republics, also 
created as a subsidiary of the Council of National Defense, was to 
have a continuous existence throughout the war. The Division of 
State and Local Cooperation later became the basis for the Office of 
Civilian Defense. The Reconstruction Finance Corporation set up 
various subsidiaries for defense purposes and began to work out 
policies and procedures. Building up the Selective Service System, 
in collaboration with the State governments, was a remarkable admin- 
istrative performance involving the participation of more than 100,000 
volunteer and unpaid workers throughout the Nation. 

In the steps taken and not taken in 1940, there were many grievous 
miscalculations as well as actions which subsequent events proved to 
be wise. In the accumulation of stock piles and in the development of 
additional facilities for the production of raw materials, the goals 
were fixed far too low. Notable cases were rubber, aluminum, and 
steel. In general, miscalculations of this sort were premised on 
erroneous estimates of the probable course of international events and 
on unimaginative forecasts of the magnitude of the effort we would 
have to make. The trend of action was not uncolored by fears of 
surpluses and overcapacity. On the other hand, a vast program for 


the construction of plants to manufacture weapons of war was got 
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under way, although by the end of 1940 only a trickle of arms was 
coming off the production line. The explanation and the lesson is 
that it takes time to build factories and to get them into operation. 
These variations in the rate of progress in the defense program pointed 
to the lack of sufficient coordination within the administration to 
assure common action on all fronts. 

After the election of 1940 and the conclusion of Congressional 
debates on major issues of the mobilization policy, the time was ripe 
for further steps in development of the Government’s machinery for 
industrial mobilization. The campaign, although conducted with 
great fervor and not a little asperity on both sides, strengthened the 
position of the Government. The campaign was remarkable, not for 
the divisions it revealed but for the range of agreement among both 
major parties which it demonstrated. On the general direction which 
the country should follow, there was substantial agreement, but there 
was warm dispute about which party could take us in that direction 
most effectively. Criticisms made in the campaign, experiences in 
operation, and the growth in the defense program itself all made it 
clear that further developments in the machinery of Government 
were in order. 
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the nominees of the two major parties on the question of material 

aid to nations resisting aggression. Within both parties, however, 
there remained opposition from people who insisted that events abroad 
need have no consequences for the United States. Against this belief 
leaders of the Administration directed a vigorous attack. The Secre- 
tary of State, in a radio address on October 26, insisted that we were 
‘in the presence not of local or regional wars, but of an organized and 
determined movement for steadily expanding conquest.’”’ No nation, 
he asserted, could secure itself against the threat of attack except 
through formidable defense. Any contention that the United States 
should not furnish supplies to those defending themselves against 
barbaric attack constituted, he averred, a denial “‘of the inalienable 
right of self-defense.” By aiding such nations we reduced the danger 
to ourselves. 

The Secretary’s diagnosis of the nature of the world conflict was 
quickly confirmed. In the last months of 1940 the contagion of ag- 
gression continued to spread. Late in October, Italy invaded Greece. 
In November, Romania joined the Axis powers. Bulgaria was 
threatened. The Axis drive into the Balkans menaced Britain’s 
Mediterranean life line. On the Eastern front Germany had strong 
forces drawn up to reenforce her hope that the U. 5S. S. R. would 
accept the primacy of the Nazis in Europe. 

The British were holding out alone. The diagnosis of Axis strategy 
was that Britain might be conquered; and, aftei that, Germany and 
Japan would be free to attack us from the East and the West. The 
situation in the Far East gave basis for the fear that Japan might take 
advantage of such an opportunity. If this estimate of Axis intentions 
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was correct, it was crucial that Britain should be kept in being. Our 
policy of aid to those resisting aggression, however, was limited by 
the “‘cash-and-carry” principle which had been adopted as part of a 
program to keep us out of war. We would aid Britain to the extent 
that she was able to pay for our help. As the end of 1940 approached, 
the uncommitted dollar balances of the British had almost disap- 
peared. If the defense of Britain was vital to the defense of the 
United States, some way had to be found to aid her without requiring 
that she should pay spot cash for our assistance. The answer was 
found in the lend-lease idea. 

Debate over lend-lease in the early months of 1941 overshadowed 
the administrative evolution occurring in the Government. Yet 
during 1941 almost the entire administrative structure essential for 
war, should it come, emerged. The Advisory Commission to the 
Council on National Defense gave way to agencies more suited to the 
changing tasks of administration. Men had been tested. Some had 
been found wanting and others proved themselves and could be 
advanced to positions of greater responsibility as the administrative 
machine was altered. The wisdom of maintaining a fluid administra- 
tive structure demonstrated itself as changes became necessary to 
meet new conditions. The first 7 months of 1941 saw the birth of the 
Office of Production Management, the Office of Price Administration 
and Civilian Suppply, the Coordinator of Information, the National 
Defense Mediation Board, the Petroleum Coordinator, the Office of 
Scientific Research and Development, the Office of Civilian Defense, 
and the Economic Defense Board. Most of these agencies came into 
existence as units of the Office for Emergency Management. New 
conditions required that new administrative arrangements be made 
quickly and thus showed the soundness of the broad administrative 
strategy of maintaining presidential initiative in matters of emergency 
governmental organization. The legal basis for this initiative had 
been provided with considerable prevision in 1939 in actions laying 
the basis for an office for emergency management should necessity 
arise. Thus, in addition to serving as a means for assisting the Presi- 
dent in general management, the Office for Emergency Management 
became something of a holding company for emergency agencies and 
a legal device for permitting flexibility in emergency organization, 


Lend-Lease Enacted 


In his press conference of December 17, 1940, the President stated 
that methods were being devised to continue aid to Britain in spite of 
her disappearing dollar balances. He noted that British war orders 
resulted in the construction of new manufacturing facilities which 
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increased our capacity to produce munitions and improved our 
_ defensive position. From a purely selfish point of view, British 
orders thus were a tremendous asset to the United States. The tra- 
ditional ways of continuing these orders included private or public 
loans and gifts. But these were not the only ways. The President 
discussed with the representatives of the press types of arrangements 
which might be made that fitted neither of these categories and fore- ~ 
shadowed proposals which he was to make to Congress later. 

In a radio broadcast on December 29, the President reviewed the 
position of the United States in the current crisis. He asserted that 
it was the purpose of the Axis powers ‘to dominate the rest of the 
world.” He pointed to Great Britain’s role in keeping the Axis powers 
out of the Western Hemisphere. He pointed to the fact that in Asia, 
the Japanese were being “‘engaged by the Chinese nation in another 
great defense.”’ If Britain should fall, he said, the Axis would ‘“‘be 
in a position to bring enormous military and naval resources against 
this hemisphere.’”’ He denied that the Nazis could be appeased. 
“‘The American appeasers,” he said, “ignore the warning to be found 
in the fate of Austria, Czechoslovakia, Poland, Norway, Belgium, the 
Netherlands, Denmark, and Franc3.’”’ He urged the utmost effort 
to meet the needs of the people of Europe who were defending them- 
selves against the Axis. ‘“Emphatically we must get these weapons 
to them in sufficient volume and quickly enough, so that we and our 
children will be saved the agony and suffering of war which others 
had had to endure. ... We must be the great arsenal of democ- 
racy,” the President said. ‘For us this is an emergency as serious as 
war itself.” In his annual message on the State of the Union, deliv- 
ered January 6, 1941, the President requested Congress to enact the 
lend-lease principle. He found it, “unhappily, necessary to report 
that the future and safety of our country and of our democracy”’ 
were “overwhelmingly involved in events far beyond our borders.” 

A bill to carry out the presidential recommendation was introduced 
on January 10, 1941, in the Senate by Senator Alben W. Barkley 
and in the House by Representative John W. McCormack. Consider- 
ation of the bill precipitated a debate which centered first in hearings 
before the House Committee on Foreign Affairs. The Secretary of 
State, the Secretary of War, the Secretary of the Navy, the Secretary 
of the Treasury, and the Director-General of the Office of Production 
Management testified in favor of the bill. The proposal was op- 
posed, as it was supported, by all kinds of people. William R. Castle, 
former Under Secretary of State, thought the “real purpose” of the 
bill was “to create a dictatorship.” ! Gerald L. K. Smith, National 
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Chairman of the Committee of One Million, asserted that the bill 
would give the President powers which had “been granted only to the 
dictators of the world,” and that it would be “‘the first step in sending 

from 1 to 5 million American boys across oceans to die on the battle- 
fields of five continents.” 2 William J. Grace, Chairman of The 
Citizens Keep America Out of War Committee, demanded that we 
use our resources to build an impregnable defense and that we “keep 
free from taking sides and inviting war through encouraging the con- 
tinuance of fighting or through inflammatory denunciations of bellig- 
erents.”? The two organizations with most influence in the con- 
troversy—The Committee to Defend America by Aiding the Allies 
and the America First Committee—expressed their views before the 
committees and in public debate. Wendell Willkie, the 1940 Repub- 
lican presidential candidate, urged adoption of the principles of the 
bill. 

Discussion of the bill revealed again not only the deep national 
hatred of war but also the deep sympathy of this country with the 
people of Britain and other nations resisting aggression. Unity pre- 
vailed on the necessity for promoting our own national defense. 
That aid to the victims of aggression would promote our defense, 
however, was a proposition challenged by at least a considerable 
minority. A demand for immediate intervention came from signifi- 
cant sectors of the people, but, on the whole, the Nation was united in 
aversion to war. Choice of a course of action was complicated further 
by memories of war debts and by a widespread belief that munitions 
makers were ‘‘merchants of death.” Cross currents in the hopes and 
aspirations of the American people made the task of political leadership 
one of unprecedented difficulty. To a majority of the people and to 
a majority in Congress the bill offered a way by which we could aid 
the decent people of the world and have at least a chance of keeping 
out of war ourselves. On February 8, the House passed the bill by 
a vote of 260 to 165. On March 8, the Senate passed an amended 
version of the measure by a vote of 60 to 31. On March 11, the 
House concurred in the Senate amendments by a vote of 317 to 71. 
On the same day, the President approved the legislation. 

Action on the lend-lease question, like action on other major 
issues, followed changes in public opinion. The public probably kept 
ahead of its government. The data recorded in chart 5 indicate the 
growth in 1940 of opinion favorable to aiding Britain even at the risk 


of war and the rise in the degree of expectation that we might become 
involved in war. 


The Lend-Lease Law, an 


“Act further to promote the defense of the 
United States, and for othe 


r purposes” * placed heavy responsibilities 
4 Ibid., pp. 538-539, 4 Ibid., p. 558, 455 Stat. 31. 
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upon the President. When he deemed it ‘‘in the interest of national 
defense,’”’ he was empowered to authorize the Secretary of War, the 
Secretary of the Navy, or the head of any other agency to manufacture 
or procure any “defense article” for “any country whose defense’”’ 
the President deemed “vital to the defense of the United States.” 
Likewise, he might authorize the transfer by Government departments 
of defense articles already on hand up to a value of $1,300,000,000. 
“Defense article” was defined broadly to include weapons, munitions, 
aircraft, vessels, machinery, tools, materials, supplies, or any agricul- 
tural, industrial or other commodity or article for defense. In addi- 
tion, the President was empowered to direct Government departments 
to repair or recondition defense articles for governments whose defense 
he considered vital to our defense and to communicate “defense infor- 
mation,” i. e., plans, specifications, designs, and other data, to any 
such government. 

The terms and conditions under which any foreign government 
might receive aid were to be those which the President deemed 
“satisfactory.”’ Reciprocal advantages to the United States might 
be ‘payment or repayment in kind or property, or any other direct 


Cuart 5. Public Opinion on U.S. entry into the War. 
The questions asked were: “Which of these two things is more 
“Do you think the U. S. will go into important for the U. 8S. to try to do— 
the war in Europe sometime before it is to keep out of the war ourselves or to 
over, or do you think we will stay out help England even at the risk of getting 
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or indirect benefit which the President deemed “satisfactory.” The 
President was required to report to Congress at 90-day intervals on 
operations under the act but he was not bound to include information 
which he deemed “incompatible with the public interest to disclose.” 

Additional responsibility was placed on the President by an act of 
March 27, which appropriated $7 billion for lend-lease purposes. 
This act recognized that procurement of articles for direct use by the 
United States would have to be merged with purchases for lend-lease 
purposes and that allocations to the United States and to other 
countries would have to be made when the goods were completed 
and ready for delivery. The appropriation act specified that defense 
articles purchased with lend-lease funds might be retained ‘in lieu 
of being disposed of to a foreign government, whenever in the judg- 
ment of the President the defense of the United States” would “be 
best served thereby.” 5 The President thus had to divide our produc- 
tion between ourselves and countries whose defense was vital to our 
defense. 

The gravity of the responsibilities placed upon the President by the 
Lend-Lease Act made the provision of machinery for its administration 
of special importance. Matters of national policy of first rate magni- 
tude had to be decided and in the execution of the program through 
production, procurement and delivery of goods the collaboration of 
several major departments of Government had to be assured. Even 
before adoption of the act, in contemplation of its passage several 
plans of administration were developed within the Government. One 
proposal was to establish a Foreign Supply Policy Committee con- 
sisting of the Secretary of War, the Secretary of the Navy, the Secre- 
tary of the Treasury, and the Director-General of the Office of Pro- 
duction Management. This Committee would have advised the 
President on policies and would have supervised an Office of Foreign 
Supply which would have been responsible for handling the details. 
Another suggestion was to create an all-inclusive Defense Policy 
Board with a similar composition and mission. A third idea was 
to establish a Cabinet Committee on Defense Aid to the Democracies, 
which would have consisted of the Secretaries of State, Treasury, 
War, and the Navy, and would have advised and assisted the President 
in formulating policies and plans. This scheme would have estab- 
lished an Office of Defense Aid to serve as the agent of the President 
in seeing that the policies were executed by the various agencies of 
the Government. 

All these plans apparently drew their inspiration in part from the 
liaison committee established by the President in December 1939, to 
coordinate foreign military purchases with the United States program, 
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That committee had consisted of the Secretaries of the Treasury, War, 
and the Navy. The outcome of the discussions of these plans was the 
rejection of proposals for cabinet committees and other like bodies and 
the centering of responsibility squarely upon the President. By this 
means the President averted the almost inevitable embarrassment of 
being confronted with the recommendations of a cabinet committee 
influenced by the desires of Government departments for an imme- 
diate strengthening of our own defenses at the expense of a longer-term 
global strategy of keeping other nations in being as fighting entities. 
On March 27, 1941, the President designated Harry Hopkins ‘to 
advise and assist”? him in carrying out the lend-lease program and on 
May 2 established by Executive order in the Office of Emergency 
Management a Division of Defense Aid Reports headed by an execu- 
tive officer appointed by the President. The President retained the 
authority to make policy decisions, but he directed the Division of 
Defense Aid Reports to— 

(a) Provide a central channel for the clearance of transactions and reports, 
and coordinate the processing of requests for aid under the act. 

(b) Maintain such system of records and summary accounts to be approved 
by the Bureau of the Budget, as may be necessary for adequate administrative 
and financial control over operations under the act and as will currently reflect 
the status of all such operations. 

(c) Prepare such reports as may be necessary to keep the President informed 
of progress under the act; assist in the preparation of reports pursuant to section 
5B of the act; and serve generally as a clearinghouse of information for agencies 
participating in the program. 

(d) Perform such other duties relating to defense aid activities as the Pres- 
ident may from time to time prescribe.® 


On May 6 the President signed a military order designating Maj. 


: Gen. James H. Burns as Executive Officer of the Division of Defense 


Aid Reports. 
The general system for administration of the Lend-Lease Act thus 


provided for retention by the President of control over lend-leuse 
policy. Although the President was roundly criticized for keeping 
control in his hands, this arrangement was demanded by the kinds of 
policy decisions which had to be made. What countries should re- 
ceive lend-lease aid? On what terms should they receive it? In 
what quantities should goods be transferred to particular countries? 
What weight should be given to the immediate necessities of our own 
military services in comparison with the advantages to be gained by 
aiding other countries? Only the President could decide these kinds 
of questions; they were not delegable. Operating authority, however, 
was freely delegated. Procurement was conducted by the depart- 


6 Executive Order No. 8751, May 2, 1941, 6 Federal Register 2301. 
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ments and agencies best fitted to buy particular articles or to arrange — 
for their production. The Division of Defense Aid Reports coordin- — 
ated requests for aid, kept records and accounts, and maintained 
liaison among the departments concerned with the execution of the 
program. Gradually as policies and lines of action were established, 

it became possible to identify and delegate subordinate issues of policy 
which could be decided within limits already fixed by the President. 
By regulation of June 20, 1941, the President authorized-the executive 
officer of the Division of Deferse Aid Reports to determine the value 

of defense articles, services, and information transferred or received 
by the United States.’ By letter of July 26, the Executive Officer 
was empowered by the President to transfer defense articles in value 

of not over $15 million to any country whose defense the President 
previously had determined to be vital to the defense of the United 
States. 

On August 29, the President issued a much broader authorization 
to the executive officer of the Division of Defense Aid Reports. Within 
the over-all allocation of funds made by the President, the executive 
officer was authorized to transfer, o1 to revoke transfers of, ‘‘defense 
articles and defense information other than aircraft, aircraft engines, 
antiaircraft guns, tanks, and vessels and defense information pertain- 
ing to such articles.” The letter also authorized the executive officer 
to make adjustments within the aggregate amounts allocated by the 
President to the several procurement agencies by increasing or de- 
creasing the quantities of articles to be purchased by such agencies 
or by substituting other articles. 


Agencies Evolving from the Advisory Commission 


Concurrently with germination of the lend-lease idea, the adequacy 
of governmental machinery for direction of the defense program was 
under review. The National Defense Advisory Commission, estab- 
lished in May 1940 had been only a first step; the individual advisors 
were instructed to develop plans for action which might be required 
in their respective spheres. In the areas of interest of the individual 
advisors—industrial materials, industrial production, employment 
farm products, transportation, price stabilization, and consumer pee 
tection—small staffs had been built up and extensive studies made of 
what might be required. In some fields, especially purchasing, pro- 
duction, and materials, considerable progress has been made—the 
critics were later proved right in claiming that it had not been enough. 
As work got under way the initial theories on which the Commission 
had been founded ceased to fit the facts. The Commission had been 
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~ designed to be advisory; it soon acquired operating functions in such 


areas as the approval of military contracts and the review of applica- 


_ tions for accelerated tax amortization on defense production facilities. 


It had not been created as a Commission; a convenient statute had 
been used as the basis for the appointment of a series of individual 
advisors. Yet the Commission acquired a corporate personality and 
attempted to work as a group. 

The enlargement of the national effort implicit in the lend-lease 
program made it advisable to provide more elaborate governmental 
machinery to handle the defense effort. Some of the questions re- 
garded as only in the planning phase at the time of the creation of the 
Commission, such as price stabilization, were beginning to move into. 
the action stage. Also on purely political grounds change seemed. 
expedient. The Advisory Commission had been subjected to steady 
criticism on the ground that authority was divided and that the de- 
fense effort should be headed by a single individual other than the 
President. The factors which made inadvisable the designation of a 
single individual in May 1940 still existed at the end of the year. In 
American public life, even in time of national emergency, the supply 
of recognized leaders of national stature who are regarded as persons 
with views transcending their class or group interests seems to be 
extremely limited. Appointed officials new to politics are frequently 
regarded as representatives of particular social groups or classes. 
Persons known to be attached to the national interest and regarded 
by all groups as earnest defenders of the general interest are few. The 
make-up of the Advisory Commission was adapted to coping with these 
general considerations. Individually its members might be spokesmen 


for class, group or interest, but the impression collectively was that no 


single group enjoyed special advantages. 

The reorganization of machinery for defense, plainly necessary by 
the end of 1940, presented problems of statesmanship far more com- 
plex than those concerning the administrative structure of the Govern- 
ment. The issue in large measure was who was going to run the de- 
fense program. Given the strength of special interests in American 
society and the shortage of leaders generally regarded as attached 
to the national interest, the issue of who was to control was posed 
sharply by the demand for the appointment of a single defense czar. 
This suggestion clothed a variety of motives. Some people believed 
that such an arrangement was absolutely essential but others advo- 
cated it in the hope that the President would abdicate a large part of 
his responsibility to some person more to their liking. As it became 
clear that .there would be a reorganization—and that there was at 
least a chance for a defense “‘czar’’—a desperate struggle for position 
got under way. Industrial and financial groups sought to gain control 
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of the defense program. The War and Navy Departments in the ; 
main were allied with them. Other groups, with equal zeal, fought 
to retain their gains of the preceding years and to prevent domina- 
tion of the Government by industrial and financial interests. Mr. 
Knudsen, Defense Commission advisor on industrial production, and 
Mr. Hillman, Defense Commission advisor on employment, came to be 

regarded as spearheads of the industrial and labor groups respectively. 
Personally they were quite willing to accept whatever role the Presi- 
dent assigned to them, but others energetically promoted their 
candidacy for a dominant role. 

The broad issues were pointed up in a plan which Mr. Knudsen pro- 
posed to the President at his request late in November 1940. Under 
this proposal a Director of Industrial Mobilization would have been 
placed in charge of administrative units dealing with planning, pro- 
curement, export and import control, raw materials, production, 
transportation, labor, price control, domestic requirements, and sta- 
tistics. The plan was built on the idea that the Advisor on Industrial 
Production should become a Director of Industrial Mobilization, 
vested with power to supervise and direct almost the entire home 
front effort. In its essentials it restated the Army-Navy Industrial 
Mobilization Plan, a scheme already rejected by the President. It 
would have placed in the hands of the proposed Director of Industrial 
Mobilization the functions which eventually came to be performed by 
the War Production Board, the Office of Price Administration, the 
War Manpower Commission, the Foreign Economic Administration, 
and other agencies as well. 

Apart from the administrative difficulties inherent in the manage- 
ment of an agency with such broad responsibilities, the designation 
of its chief would have presented a problem of acute difficulty in view 
of the belief prevailing generally that whoever managed the defense 
program would represent some class, group or interest. It is not 
astonishing that the controversy over administrative structure be- 
came surcharged with overtones of social conflict. A bitter political 
campaign had just been fought, and tempers and feelings were still 
high. <A domestic political equilibrium had to be maintained to deal 
with lend-lease and other divisive issues which would arise in the 
months ahead. In Congress and out, there were disputes and fears 
about profits on defense contracts, and charges of a “strike of capital” 
against participation in the defense program except on its own terms 
had been made not without some color of truth. Under these cir- 
cumstances, a decision on administrative organization tended to be- 
come a decision on which group should control the production pro- 
gram. In the calculus of the politics of democracy, a move too far 
in the direction of the interests of any one group might seriously 
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_ weaken support of the Government in its efforts to deal with current 


and forthcoming crises. 
The outcome was a decision which appeared to be a clear-cut victory 
for no single group. The President decided that the new agency—the 


_ Office of Production Management, a unit of the Office for Emergency 
_ Management—should concern itself only with production. It would 


assume the work of the Advisory Commission on industrial produc- 
tion, raw materials, and priorities and the activities of the Commis- 
sion’s Coordinator of National Defense Purchases. To it were shortly 


_ transferred the work of the Advisor on Employment and the Commis- 


sion’s Bureau of Research and Statistics, although these shifts were 
not included in the plan as first announced. Exports and imports, 
price control, consumer protection, agriculture, transportation, and 
other subjects would continue to be dealt with by existing agencies 
and officials. Again the concept of the Army-Navy Industrial Mo- 
bilization Plan of a home-front “czar’’ with extremely broad powers 
was rejected. At a press conference on December 20, 1940, the 
President outlined in general terms the structure of the new Office of 
Production Management, details of which were to be spelled out in an 
Executive order. In his discussion with the press, the President 
ridiculed the notion that there could be found one ‘Czar,’ “‘Poobah” 
or “Akhoond of Swat’? who would embody all the characteristics 
necessary for handling defense mobilization. In the President’s 
analysis the problem had three elements, that of the buyer and user 
combined and those of management and labor. The Office of Pro- 
duction Management was to consist of these ‘three elements, divided 
among four people—the Director, Mr. Knudsen, and the Associate 
Director, Mr. Hillman’ and the Secretary of War and the Secretary 


of the Navy. Production, purchasing and priorities were to be under 


the policy supervision of these four persons.* 

It was unusually difficult to phrase the presidential solution of the 
problem in an Executive order. The Bureau of the Budget, which was 
responsible for drafting the order, prepared at least a dozen drafts for 
discussion and clearance with the interested persons. In the process 
of negotiation it became plain that not all of these persons had under- 
stood the President’s determinations in exactly the same way. Some 
person, whose identity not even the Secret Service could determine 
with certainty, gave the content of one confidential draft to a news- 
paper reporter in an apparent attempt to gain publicity that would 
force the hand of the President in the negotiations. The crux of the 
problem was the definition of the relationship between the Director- 


| General and the Associate Director-General. It was clear that the 
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Secretary of War, the Secretary of the Navy and Messrs. Knudsen 
and Hillman were equal in their capacity as members of the policy 
council of the OPM. The relative status of Messrs. Knudsen and 
Hillman in managing the OPM organization was a different matter. 
Formulation of this relation defied the skills of the drafting experts, 
and the President pencilled into their version the following language: 

The Director-General, in association with the Associate Director-General, 
and serving under the direction and supervision of the President, shall discharge 
and perform the administrative responsibilities and duties . . . vested in the 
Office of Production Management. 


The President’s exposition of the positions of the Director-General 
and the Associate Director-General at his press conference of January 
7, 1941, gave no satisfaction to those who demanded a single-headed 
administration of the defense effort. 

I suppose the easiest way to put it is that these four people—the Office of Pro- 
duction Management, Knudsen, Hillman, and the two Secretaries—fix the policy 
and then Knudsen and Hillman carry it out, just like a law firm that has a case; 
say there are two partners, and they carry it out as a law firm. Anybody that 
knows anything about management will realize that that is the practical way to 
handle that kind of a matter, just like a law firm with two main partners. 

Q. Are they equals? 

The PresipENnt. That’s not the point; they’reafirm. Isa firm equals? I don’t 
know. See whatI mean? Roosevelt and O’Connor was a law firm in New York; 
there were just two partners. I don’t know whether we were equal or not. 
Probably we might have disagreed in regard to a catch question of that kind; 
but we never had a dispute or an argument. 

* * * * * * * 

Q. Why is it you don’t want a single, responsible head? 

The Presiprmnt. I have a single, responsible head; his name is Knudsen and 
Hillman. 

Q. Two heads. 

The Presiprent. No, that’s one head. In other words, aren’t you looking for 
trouble? Would you rather come to one law firm, or two? 

Q. I don’t think that’s comparable. 


The Presipent. Just the same thing, exactly. Wait until you run into 
trouble. 


Q. I would rather avoid trouble. 

The Prusipent. I think they will, They think they will—that’s an interesting 
thing. 
Oddly enough they did avoid trouble. The partnership of a Danish 
immigrant turned assembly-line genius and a Lithuanian immigrant 
who had achieved eminence in the labor movement worked much 
better than the critics foresaw. It worked well enough so that each 
could contribute his special talents at a time when they were most 
needed, that is, when mass production techniques had to be planned 
into an expanding munitions industry accustomed to small-scale 
operation and when government policy had to take special account 
of the problems incident to the fitting of masses of people into new 
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jobs. At the same time the partnership symbolized a domestic 
political coalition in the national interest. 

The major functions placed in the Office of Production Management 
by the Executive order were to— 


(a) Formulate and execute in the public interest all measures needful and 
appropriate in order (1) to increase, accelerate, and regulate the production and 
supply of materials, articles, and equipment and the provision of emergency plant 
facilities and services required for the national defense, and (2) to insure effective 
coordination of those activities of the several departments, corporations, and other 
agencies of the Government which are directly concerned therewith. 

(b) Survey, analyze, and summarize for purposes of coordination the stated 
requirements of the War and Navy and other departments and agencies of the 
Government, and of foreign governments for materials, articles, and equipment 
needed for defense, 

(c) Advise with respect to the plans and schedules of the various departments 
and agencies for the purchase of materials, articles, and equipment required for 
defense, to coordinate the placement of major defense orders and contracts and 
to keep informed of the progress of the various programs of production and supply. 

(d) Plan and take all lawful steps necessary to assure the provision of an ade- 
quate supply of raw materials essential to the production of finished products 
needed for defense. 

(e) Formulate plans for the mobilization for defense of the production facilities 
of the Nation, and to take all lawful action necessary to carry out such plans. 

(f) Determine the adequacy of existing production facilities and to assure 
their maximum use; and, when necessary, to stimulate and plan the creation of 
such additional facilities and sources of production and supply as may be essential 
to increase and expedite defense production. 

(g) Determine when, to what extent, and in what manner priorities shall be 
accorded to deliveries of material as provided in Section 2 (a) of the act entitled 
“An Act to Expedite National Defense and for other Purposes,”’ approved June 
28, 1940. Deliveries of material shall take priority, as provided in said act, in 
accordance with such determinations and the orders issued in pursuance thereof 
by the Office of Production Management.® 


The functions of the Office of Production Management, as con- 
templated by the Executive order, were limited in various respects. 
The Office was concerned primarily with direct defense requirements; 
responsibility for civilian production was a gap in the administrative 
machinery to be filled later. The chief operating authority of the 
Office was the priorities power, a power which did not have to be used 
extensively until late in 1941. On other matters the Office stimu- 
lated, advised, planned, coordinated. With respect to the level of 
military production, the Office could only ‘survey, analyze, and sum- 
marize” the ‘“‘stated” requirements of the War and Navy Departments. 
It could not raise the number of tanks or guns stated as required by 
the War Department, but it could criticize and it did. The Office 
could “coordinate” the work of Government agencies which had to 
carry on their operations in the light of total military needs. It 


9 Executive Order No. 8629, January 7, 1941, 6 Federal Register 191. 
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ee for example, stimulate and plan the construction of additional 


factories, smelters, and other productive facilities. | It could advise 
on purchasing methods and policies. Legal power to place contracts 
for defense facilities and articles remained in the War and Navy De- 
‘partments, the Maritime Commission, and the defense subsidiaries 
of the Reconstruction Finance Corporation. The OPM could view 
the program as a whole, attempt to anticipate future needs especially 
in raw materials, and try to see that the work of all government agen- 
cies contributed to meet these future needs. Jts creation constituted 
a step in the necessarily slow development of a huge and complex 
governmental organization. This administrative machine was con- 
stituted necessarily of many parts but ways had to be found to tie 
them together into a working whole. 

In some respects, the internal organization of the Office of Produc- 
tion Management presented more significant issues of an administra- 
tive character than did the much discussed dual leadership. The 
Office began with three operating divisions—Production; Purchases; 
and Priorities—which were inherited, more or less intact, from the 
Advisory Commission. For convenience in dealing with industry, 
it was recognized immediately that it would be better to organize 
along commodity lines, i. e., concentrate at one administrative point 
production, purchase, and priority functions relating to a particular 
commodity. It required, however, several months to reorganize a 
going administrative structure made immalleable both by normal 
rigidity of organizations and the attachment of the interests of strong 
personalities of the Office to the initial divisional system. The three 
operating divisions soon were supplemented by a Labor Division and 
a Bureau of Research and Statistics, both of which were created out 
of services transferred from the Advisory Commission. 

Another element was added to the machinery for economic control 
by the creation of the Office of Price Administration and Civilian 
Supply by Executive order on April 11, 1941. This Office, which in- 
herited the functions and staff of the advisor on price stabilization of 
the National Defense Advisory Commission, filled one of the gaps left 
by the establishment of the Office of Production Management which 
was to be concerned chiefly with military production. The following 


paragraph of the Executive order sets forth the main functions of 
OPACS, which was to— 


Take all lawful steps necessary or appropriate in order (1) to prevent price 
spiraling, rising costs of living, profiteering, and inflation resulting from market 
conditions caused by the diversion of large segments of the Nation’s resources to 
the defense program, by interruptions to normal sources of supply, or by other 
influences growing out of the emergency ; (2) to prevent speculative accumulation, 
withholding, and hoarding of materials and commodities; (3) to stimulate pro- 
vision of the necessary supply of materials and commodities required for civilian 
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use, in such manner as not to conflict with the requirements of the War, Navy and 
other departments and agencies of the Government, and of foreign governments, 
for materials, articles and equipment needed for defense (such requirements are 
hereinafter referred to as “military defense needs’’); and (4) after the satisfaction 
of military defense needs to provide, through the determination of policies and 
the formulation of plans, and programs, for the equitable distribution of the 
residual supply of such materials and commodities among competing civilian 
demands." 

The linking of price control and civilian supply in the Office arose 
from the fact that scarcities brought pressure on prices; control of the 
distribution of scarce supplies of OPACS would enable it to sterilize 
nonessential demand as well as to guide the flow of scarce supplies 
to the most essential civilian uses. The Office, however, depended 
upon OPM which possessed the priority power, for the execution of 
its programs for the “equitable distribution of the residual supply” of 
scarce materials and commodities among ‘competing civilian de- 
mands”. ‘The price stabilization functions of OPACS had to be im- 
provised in contrast with the state of affairs contemplated by the 
Industrial Mobilization Plan. That plan had envisaged a state of 
war in which legislation could readily be obtained for any purpose. 
OPACS had no power to control prices. It had to do what it could 
in a period of defense preparation during a state of peace. On the 
whole, it was limited to persuasion in the control of prices and to ad- 
ministrative preparation and policy planning for the future. Its price 
edicts were, as the quip went, perfectly constitutional being solidly 
grounded on the right of freedom of speech. ‘““Jaw-bone” price con- 
trol, as it came to be known, excelled inaction, but the effects were 
not all that might be desired. 

The Office of Production Management and the Office of Price Ad- 
ministration and Civilian Supply were the two largest agencies to 
grow out of the Advisory Commission to the Council on National 
Defense. During the first half of 1941, however, other administrative 
entities which had originated under the sponsorship of the Commission 
also gained a new status as the evolution of the administrative struc- 
ture for defense proceeded. On January 11, the NDAC Defense 
Housing Coordinator was converted into the Division of Defense 
Housing Coordination in the Executive Office of the President. In 
the absence of authority to regroup the Government’s housing agen- 
cies into a single department, a temporary administrative solution was 
found in the establishment of this Division to exercise supervision 
over them on behalf of the President. It was the duty of the Division 
to anticipate the need for housing in areas congested because of de- 
fense activities and to develop programs to meet these needs for exe- 
cution by the appropriate housing agency." 


10 Executive Order No, 8734, April 11, 1941, 6 Federal Register 1917, 
1 Executive Order No, 8632, Jan. 11, 1941, 6 Federal Register 295. 
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The Advisor on Agriculture of the Defense Commission felt, as the 
different parts of the Commission were sloughed off and transmuted 
into more elaborate organizations, that an office of food supply should 
be established as a division of the Department of Agriculture or as a 
part of the Office for Emergency Management. The President felt 
it “unadvisable . . . to risk creating the alarm that might arise from 
a broad survey of agricultural supplies.’”’ For the same reason he did 
not think we needed “‘to establish an office of food supply or a food 
administration” at the time. Instead the President abolished the 
Agricultural Division of NDAC in May 1941 and transferred its func- 
tions to an Office of Agricultural Defense Relations which was created 
in the Department of Agriculture at his request. This Office was to 
aid the Secretary in directing the work of the Department in accord- 
ance with defense needs. 

In June the Office of Scientific Research and Development (another 
OEM agency) was established to carry on the work initiated by the 
National Defense Research Committee created earlier by order of the 
Council of National Defense. A National Defense Research Commit- 
tee was continued in an advisory capacity. The Office was given a 
broader charter to mobilize the scientific personnel and resources of 
the nation in the conduct of scientific and medical research relating 
to national defense. Among the responsibilities assigned to the 
Office was the duty to— 

Coordinate, aid, and, where desirable, supplement the experimental and other 


scientific and medical research activities relating to national defense carried on by 


the Departments of War and Navy and other departments and agencies of the 
Federal Government. 


Develop broad and coordinated plans for the conduct of scientific research in 
the defense program, in collaboration with representatives of the War and N avy 
Departments; review existing scientific research programs formulated by the 
Departments of War and Navy and other agencies of the Government, and advise 


them with respect to the relationship of their proposed activities to the total 
research program. 


Initiate and support scientific research on the mechanisms and devices of war- 
fare with the objective of creating, developing, and improving instrumentalities, 
methods, and materials required for national defense. 


Initiate and support scientific research on medical problems affecting the 
national defense. 

The Director of the Office was aided by several advisory commit- 
tees whose personnel was designed to bring into the closest collabora- 
tion governmental and private scientists. He was authorized to 
enter into contracts with commercial and university laboratories for 
investigations in order that the energies of the scientists of the Nation 
might be concentrated on questions whose solution would promote the 
national defense.” 


4 Executive Order No, 8807, June 28, 1941, 6 Federal Register 3207. 
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At the time that consideration was being given to the disposition 
of the Division of State and Local Cooperation of the Defense Com- 
Mission, several other questions requiring cooperation with State and 
local governments were coming to a head. Some consideration was 
given to the transfer of the Division to OPM on the assumption that 
the Division and the State and local defense councils which it had 
fostered had a close connection with production problems. The 
problem of organizing civilian protection also was receiving a great 
deal of attention as the consequences of the bombing of English cities 
became apparent. In local areas in which defense production was 
bringing population congestion, the problem of developing adequate 
community facilities was becoming acute. A variety of objectives 
finally found expression in an Executive order of May 20 which re- 
placed the Division of State and Local Cooperation by the Office of 
Civilian Defense. The Office was to— 

Serve as the center for the coordination of Federal civilian defense activities 
which involve relationships between the Federal Government and State and local 
governments. ... 

Keep informed of problems which arise from the impact of the industrial and 
military defense effort upon local communities, and take necessary steps to secure 
the cooperation of appropriate Federal departments and agencies in dealing with 
such problems and in meeting the emergency needs of such communities. 

Assist State and local governments in the establishment of State and local 
defense councils or other agencies designed to coordinate civilian defense activities. 

With the assistance of the Board for Civilian Protection (which was established 
within the OCD by the Executive order), study and plan measures designed to 
afford adequate protection of life and property in the event of emergency. ... 

With the assistance of the Volunteer Participation Committee (also established 
by the Executive order) consider proposals, suggest plans, and promote activities 
designed to sustain the national morale and to provide opportunities for con- 
structive civilian participation in the defense program. . . .¥ 

On May 28, the day after he declared the existence of an unlimited 
national emergency, the President moved to round out another ele- 
ment of the organization for defense by designating the Secretary of 
the Interior as Petroleum Coordinator for National Defense. In his 
letter of designation the President noted that Government functions 
relating to petroleum were ‘divided among numerous officers and 
agencies of the Federal Government and the principal oil-producing 
States.” To provide the necessary coordination among these officers, 
the Secretary was designated as Coordinator and instructed as a 
representative of the President, to obtain information about military 
and civilian needs for petroleum and its products and to make recom- 
mendations to the appropriate government agencies and to the indus- 
try to assure the maintenance of an adequate supply.” 


18 Executive Order No. 8757, May 20, 1941, 6 Federal Register 2617. 
14 6 Federal Register 2760. 
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Growing Pains of the Production Program 


Reorganization of administrative machinery for the guidance of 
production cleared the way for more vigorous efforts to increase the 
output of munitions and to speed the construction of factories and 


shipyards to increase our capacity to produce. On January 3, 1941, 


the President submitted to Congress the Annual Budget for the fiscal 
year 1942. Sixty-two percent of the estimated expenditures were to 
be for defense purposes. Supplemental authorizations and appropri- 
ations, however, increased these estimates rapidly. On January 16, 
the President called to the attention of Congress the necessity for an 
emergency ship construction program. He requested $350 million 
for shipbuilding facilities and cargo vessels. A series of additional 
authorizations and appropriations followed, including the $7 billion 
fund made available in March for lend-lease purposes. Events 
abroad made speed more and more urgent. In January the German 
air force ended British control of the Mediterranean. Early in 
February the Japanese obtained military concessions in Indo-China. 
In March Bulgaria joined the Axis. In April Germany invaded 
Yugoslavia and overwhelmed an heroic but weak resistance. 
Although a larger and larger proportion of American resources was 
diverted to defense production, the acceleration of defense output 
seemed discouragingly slow. In the press and within the Administra- 
tion a warm debate was waged over the rate of progress. Industrial- 
ists of the Office of Production Management were accused of being 
insufficiently bold in converting industry to military production and 
of fearing to enlarge facilities for the production of materials and other 
components of munitions lest industry be handicapped subsequently by 
overcapacity. Other groups within the Administration persistently 
demanded greater speed in the increase of munitions output. In- 
dustry was beginning to feel the prosperity flowing from defense 
spending and was somewhat reluctant to turn to production of war 
goods. The Administrator of the Office of Price Administration and 
Civilian Supply demanded heavy cuts in the production of automo- 
biles and other consumer durable goods, and added fuel to the flames 
of intraadministration debate. The Director-General of the Office of 
Production Management prodded the War and Navy Departments 
to raise their sights and to request larger appropriations in order that 
more adequate production might be initiated. As early as May he 
also obtained agreement of the automobile industry that a cut of 20 
percent would be made in automobile production for the year begin- 
ning in August. The Office of Production Management urged the Re- 
construction Finance Corporation to expand its program for the con- 
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struction of synthetic rubber plants and to expedite and enlarge its 
program for the stockpiling of strategic and critical materials. The 
President, from time to time, urged greater speed and indicated the 
direction which the defense production program should take. In 
May he asked an expansion in the output of critical tools. In July, 
soon after the German invasion of the U.S. S. R. he sought a prompt 
and substantial increase in tank output. At the same time, he re- 
quested diversion to munitions production of a “substantial part of 
large durable goods factories in America that are now manufacturing 
items to meet consumer needs’’. 

In the midst of this discussion, munitions production steadily in- 
creased, and the dislocations attendant on diversion of resources to 
defense purposes began to be felt. Defense production was super- 
imposed upon civilian production, which itself was stimulated by 
defense expenditures. The slack in the economy was taken up as 
idle men and industrial capacity were put to work on the defense pro- 
gram. Shortages began to occur as demands for materials increased, 
and during the first half of 1941 the Office of Production Management 
put into effect a comparatively mild priorities system. The OPM 
orders in the first two-thirds of 1941 were designed chiefly to assure 
that producers of materials gave preference to defense orders. 

OPM Order M-1 which became effective March 22, 1941, required 
that producers of aluminum should give preference to defense orders 
and specified the sequence in which nondefense orders should be filled. 
In the following months copper, iron, steel, cork, certain chemicals, 
nickel, rayon, rubber, silk and other materials were brought under 
similar control. Exercise of the priority power had the incidental 
effect of enabling producers of the materials affected to give preference 
to defense orders without incurring liability for failures to fulfill pre- 
existing civilian contracts. In addition to requiring that preference 
be given to defense orders, the OPM in some instances prohibited use 
of the affected materials for less essential purposes. 

Through various orders, the Office of Production Management also 
developed a ranking of products according to their essentiality. The 
Army-Navy Munitions Board was empowered by directive to assign 
specified ratings to military products, while the OPM itself assigned 
ratings to indirect defense and essential civilian products. Thus, 
producers of metal-working equipment were entitled to a higher rating 
than were manufacturers of farm machinery. The priority system 
developed by the autumn of 1941 was comparatively simple. It did 
not cover the entire industrial system and its chief effect was to control 
the sequence in which orders were filled. 

Although by the end of the summer no general program for the con- 
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version of entire industries to military production had been effectu- 
ated, the diversion of materials to military production through the 
priorities system made it increasingly difficult for many producers of 
nonmilitary goods to obtain materials. Small business concerns were 
affected most seriously. In May the Office of Production Manage- 
ment agreed that the contracting agencies should compel contractors 
to subcontract parts of their orders so as to utilize existing facilities 
of industry and to avert “priorities unemployment.” In July, follow- 
ing criticism by the Senate Committee Investigating the National 
Defense Program, the OPM elevated its Defense Contract Service 
to the status of a Bureau and increased its efforts to bring about the 
participation of small business in defense production. 

Expansion of defense production was accompanied by complex prob- 
lems in industrial relations. The movement of workers to new in- 
dustries which were clamoring for additional employees increased the 
bargaining power of labor and stimulated strikes. Competition of 
employers for workers placed pressures on wage scales. Long-term 
measures had to be devised to increase the labor force by training and 
by bringing additional people into the labor market. 

In March the President established the National Defense Mediation 
Board to settle controversies between employers and employees. The 
Board consisted of three public members, four representatives of em- 
ployees, and four representatives of employers. It was instructed 
to act when the Secretary of Labor certified that a dispute threatening 
the production or transportation of equipment or materials essential 
to national defense could not be adjusted by conciliation commission- 
ers of the Department of Labor.“ In June, the President for the first 
time used his power to assume control of a plant to prevent disruption 
of defense production by authorizing the Army to take over the North 
American aviation plant. 

In the summer of 1941, the Office of Production Management in- 
augurated a program to coordinate and direct the work of Govern- 
ment agencies engaged in training workers for defense employment. 
New industrial techniques, particularly in the aircraft and ship- 
building industries, required that literally hundreds of thousands of 
workers should be trained in new skills. Both to make additional 
workers available and to quell unrest, efforts were inaugurated to pre- 
vent discrimination against minority groups by employers in defense 
industries. ‘‘No nation combating the increasing threat of totalitari- 
anism,” the President said, “can afford arbitrarily to exclude large 
segments of its population from its defense industries.” This ad- 
monition was reenforced in June by creation of the Committee on Fair 


15 Executive Order No. 8716, Mar. 19, 1941, 6 Federal Register 1532, 
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Employment Practice which was to investigate and redress grievances 
growing out of departures from the policy against discrimination in 
employment on grounds of race, creed, color, or national origin.” 
To increase the working force further the Office of Production Man- 
agement in August urged the employment of more women in industry. 

Increasing demands for defense goods created greater demand for 
raw materials. The prospect of further increases in requirements 
encouraged speculative operations. The defense boom stimulated 
increases in wages which, in turn, tended to raise prices. The Office 
of Price Administration and Civilian Supply cajoled, persuaded and 
threatened in an effort to maintain a stable price level, but it was 
fighting a losing battle and, indeed was not equipped to do much more. 
In the months since its establishment, however, it had been pre- 
paring for more effective price control measures and conducting nego- 
tiations within the government to achieve consensus on the general 
outlines of an economic stabilization policy. On July 30 the Presi- 
dent requested Congress to act. He recalled the consequences of 
failure to control prices in the first World War, traced the alarming 
increases in prices during 1941, and suggested lines of action. Legis- 
lation was needed to control prices, rents, and installment credit. 
For the maintenance of over-all economic stability, he declared that 
relatively stable wages also would be necessary and indicated the need 
for an adequate tax program as part of a general attack on inflation.” 


Broadening of Economic Defense 


Late in 1940 and early in 1941 Administration officials had under 
consideration the problem of better organization, and the adoption of 
sterner policies, for economic defense. At the beginning of 1941 the 
principal existing agency was the Office of Export Control. It could 
prevent shipments to unfriendly countries and a steadily increasing 
number of commodities had been embargoed. The embargo against 
shipment of iron and steel scrap, put into effect on October 16, 1940, 
had been preceded by a Japanese warning that it would be regarded 
as an “unfriendly act.” % As supplies gradually were pinched off 
from Japan—the rate of curtailment being weighed against the state 
of our preparedness and judgments of Nipponese bellicosity—Japanese 
imports from South America rose sharply. In the last 6 months of 
1940, the Japanese purchased almost a normal year’s consumption of 
copper from South America. Heavy purchases of mercury were being 


16 Executive Order No. 8802, June 25, 1941, 6 Federal Register 3109. 
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Cuart 6. United States Exports by Country. 
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made in Mexico, apparently on German account for shipment through 
the U.S. S. R. As the British restricted the export of shellac from 
India, Japanese purchases in the United States increased. Something 
more than export control was required for our economic defense. 
The economic defense of the United States required measures more 
_ positive than the negative device of export control. However, the 
formulation of lines of action and the timing of that action were 
conditioned by diplomatic and military factors as well as by the prob- 
lem of making suitable administrative arrangements. Moreover, 
action was delayed by the necessity of giving priority to other matters, 
such as the settlement of the lend-lease question. From the admin- 
istrative standpoint the problem of equipping the Government for 
economic defense involved issues of determining what agencies of the 
Government should participate in the program and how and by 
whom their endeavors should be coordinated into a consistent pro- 
gram. Early in January 1941 the Treasury Department prepared a 
proposal which would have made that Department the economic 
defense agency of the Government although it would have been 
advised by an “‘Economic Defense Board” consisting of the Secretaries 
of State, Treasury, War, Navy, and Commerce, and the Director- 
General of the Office of Production Management. Under this plan, 
the Secretary of the Treasury would have directed the administration 
of financial controls for freezing foreign funds, the coordination of 
foreign buying and shipping, and the licensing of exports. The pro- 
posal grew out of the Department’s work in coordinating foreign 
purchases for the President’s Liaison Committee, whose staff was 
alert to the possibilities of broadening the Committee’s usefulness. 
As was customary in such matters, the draft order submitted by the 
Treasury was discussed by the Director of the Budget on behalf of the 
President with other agencies of the Government concerned. In these 
negotiations various objections were made to the proposal. In some 
quarters the Treasury approach was viewed as too narrow because it 
did not encompass such matters as preclusive buying. In others, its 
reliance on financial techniques—as in the licensing of financial 
transactions—was regarded as too indirect an approach to economic 
defense. It was asserted that, since the task, in considerable measure, 
was one of coordinating the work of Government agencies concerned 
with economic defense, it was doubtful that one of these agencies 
could bring the others into agreement on any comprehensive plan of 
action. That the cabinet committee proposed to guide the policies 
of the Treasury could be effective was doubted. It was felt also that 
the matter could not be dealt with very well before arrangements 
were made to carry out the lend-lease program. In military circles a 
700346—46——6 
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sentiment existed that the entire economic defense program should be 
developed by the Office of Export Control, a view to which the chief 
officials of this agency were not averse, since they were military men 
themselves. Some officials thought that something like the War 
Trade Board of World War I should be created. In short, while it 
stimulated consideration of the problem, the Treasury proposal was 
not acceptable to other officials who would have to collaborate in 
any program of economic defense. 

The Administrator of Export Control proposed that a program of 
economic defense should be organized around his office. He gained 
some support within the Government but the general reaction of 
civilian officials was negative. In April the Administrator presented 
a budget which contemplated the development of a broad program 
of economic defense including import control, shipping control, pre- 
clusive purchasing and related international trade programs. In 
passing on the financial request, the President limited the Office to 
its existing functions. 

The proposal of the Administrator of Export Control was countered 
on May 5 by a plan submitted by the Secretary of State, the Secretary 
of the Treasury and the Attorney General to create an Economic 
Defense Committee consisting of these three officials. 'The Committee 
would have supervised the control of foreign funds by the Treasury, 
the approval of exports by the State Department, and the work of the 
Administrator of Export Control. The plan clearly was not broad 
enough to cover the entire economic defense front. However, on the 
basis of this and ‘other proposals the Director of the Bureau of the 
Budget developed another plan, and by the end of the month he had 
received from the President instructions to consult with interested 
officials in the development of an arrangement for economic defense. 

As study of the problem of economic defense organization proceeded, 
the tempo of events in foreign affairs accelerated. On May 27, the 
President declared a state of unlimited emergency. On the same 
day, in an address to the governing board of the Pan American Union, 
he asserted that the war was “approaching the brink of the Western 
Hemisphere ...” In June, Axis funds were frozen and this Govern- 
ment requested the closing of German and Italian consulates. The 
freezing of funds was an action of prime importance in economic 
defense for it aided greatly to prevent the financing of propaganda 
and the operations of secret agents of unfriendly powers. On June 
22, 1941, Germany invaded the U.S. 8S. R. 

During June several schemes were prepared. The dispute between 
military and civilians for control of economic defense continued. The 
Administrator of Export Control proposed an Executive order toward 
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the end of June to establish an Office of Foreign Trade Control with 
- the Vice President as Director and himself as executive officer. Harly 
in July the President decided that the Vice President was to be in 
charge of a new economic defense agency. After this decision the 
final terms of the order to establish the Economic Defense Board were 
quickly agreed upon, and the order was issued on July 30. The 
debate about what an economic defense agency should do and who 
should control it resulted in an interagency board with authority to 
establish policies to guide agencies with economic defense functions. 
This was to become a familiar pattern of operation. In the complex 
situation many departments of government were inevitably concerned 
with almost every significant problem of defense. Yet their work 
had to be directed toward common objectives and a board consisting 
of the chiefs of the interested departments furnished a convenient 
means for consultation about proposed lines of action. The Economic 
Defense Board, built on these principles, consisted of the Vice Presi- 
dent as Chairman, the Secretary of State, the Secretary of the Treas- 
ury, the Secretary of War, the Attorney General, the Secretary of the 
Navy, the Secretary of Agriculture, and the Secretary of Commerce. 
The order defined ‘economic defense’? as— 

the conduct, in the interest of national defense, of international economie activ- 
ities including those relating to exports, imports, the acquisition and disposition 
of materials and commodities from foreign countries including preclusive buying, 
transactions in foreign exchange and foreign-owned or foreign-controlled property, 
international investments and extensions of credit, shipping and transportation 


of goods among countries, the international aspects of patents, international 
communications pertaining to commerce, and other foreign economic matters. 


The chief responsibilities of the Board were to: 


(a) Advise the President as to economic defense measures to be taken or func- 
tions to be performed which are essential to the effective defense of the nation. 

(b) Coordinate the policies and actions of the several departments and agencies 
carrying on activities relating to economic defense in order to assure unity and 
balance in the application of such measures. 

(c) Develop integrated economic defense plans and programs for coordinated 
action by the departments and agencies concerned and use all appropriate means 
to assure that such plans and programs are carried into effect by such departments 
and agencies. 

(d) Make investigations and advise the President on the relationship of eco- 
nomic defense .. . measures to post-war economic reconstruction and on the steps 
to be taken to protect the trade position of the United States and to expedite 
the establishment of sound, peacetime international economic relationships. 

(e) Review proposed or existing legislation relating to or affecting economic 
defense and, with the approval of the President, recommend such additional 
legislation as may be necessary Or desirable." 


19 Executive Order No. 8839, July 30, 1941, Federal Register 3823. 
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As arrangements were being completed for better organization for 
economic defense, another aspect of governmental machinery relating 
to foreign affairs—our intelligence system—was receiving atteation. 
The Government had no real intelligence system, although several 
agencies of Government had been long concerned with the collection 
of information affecting the national security. Yet no agency had 
responsibility for collecting and analyzing all such information and 
putting it into meaningful form for the President and other high 
officials of the government. The existing arrangements left the infor- 
mation that was collected scattered among secretive governmental 
units and provided no means for piecing the puzzle together to assure 
the most complete data on which to base governmental decision. On 
July 11, by military order, the President established a Coordinator of 
Information ‘‘with authority to collect and analyze all information 
and data, which may bear upon national security; to correlate such 
information and data, and to make such information and data avail- 
able to the President and to such departments and officials of the 
Government as the President may determine...’ Old-line Govern- 
ment agencies did not especially relish the rise of a rival to coordinate 
intelligence operations; the creation of the Coordinator, however, was 
illustrative of the problem faced by a Chief Executive in managing the 
huge Federal administrative machine to serve the ends of national 
policy. The organization erected by the Coordinator later grew into 
the Office of Strategic Services while the functions developed by the 
Coordinator in short-wave broadcasting to foreign countries eventually 
became a part of the Office of War Information. 

During the first 7 months of 1941 there was a diminution of dis- 
sension and a corresponding sharpening of national purpose. The 
Lend-Lease Act embodied the most important new national policy 
adopted during this period; to make it effective some reorganization 
of the governmental structure was necessary. As the international 
situation deteriorated through the summer it became possible to take 
more vigorous steps in our defense through foreign trade measures. 
In the pulling and hauling within the Admir.istration that accompanied 
these organizational adjustments, problems unforeseen by industrial 
mobilization planners were encountered. These were fundamentally 
the political problems of maintaining a working balance among the 
many groups represented in any national administration. Industrial 
and labor groups competed for dominance and the services attempted 
to gain control of important nonmilitary activities. The adminis- 
trative arrangements which were developed reflected attempts to 
strike a balance among these groups and interests. The necessity of 
organizing for defense during a period of peace made it inevitable 
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that disputes and controversies over the correctness of national policy 
would color and delay administrative action. When the year was 
half over there was much unfinished business. A rudimentary system 
for production control had been established; machinery for price 
control had been erected but it had no powers; the mechanisms for 
the coordination of economic defense activities existed on paper but 
they required development and elaboration. As these steps were ~ 
being taken the international situation grew in tenseness while in 
domestic politics a crisis approached as the year’s service of rhen in 
military training neared completion. Further important adirinis- 
trative adjustments were indicated but they had to await determina- 
tion of whether the military force already built up would be 
dissipated. 


CHAPTER 
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Rounding Out Defense 


Organization 


disposed to work out a peaceful settlement in the Far East. The 

German attack on Russia which began in June, if successful, would 
remove the threat from the East and give the Nazis freedom of action 
in the West. In the Pacific, we had no friend of sufficient strength to 
hold off the Japanese until we could raise and deploy military forces. 
It was imperative that, while giving all aid possible to the British, 
Russians, and Chinese, we retain and enlarge the armed forces that 
had been built up. Our vital interests in the Pacific were threatened 
by impending Japanese moves. The capacity of the Russians to re- 
sist was a factor yet unknown. The freedom of our ships to sail the 
seas had been challenged. In this perilous situation, we were threat- 
ened with the dissipation of our military forces. The expiration of 
the year of training provided by the Selective Service and ‘Training 
Act of 1940 was approaching. It was of paramount importance that 
the existing forces be maintained; their continuance in service required 
action by Congress. Although many other issues were urgent, these 
questions had to be subordinated for a time to the primary problem of 
obtaining decision on the basic matter of keeping under arms such 
forces as we had. 

On July 21, the President asked for legislation to authorize continu- 
ance in service of selectees, National Guard and Reserve components 
of the Army and the retired personnel of the Regular Army. He also 
asked for the removal of restrictions on the number of selectees that 
might be inducted each year for training and service. 


|: THE summer of 1941, it became fairly clear that Japan was not 


ral 
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Today [the President said] it is imperative that I should officially report to the 
Congress what the Congress undoubtedly knows: That the international situation 
is not less grave but is far more grave than it was a year ago. It is so grave, in 
my opinion, and in the opinion of all who are conversant with the facts, that the 
Army should be maintained in effective strength and without diminution of its 
effective numbers in a complete state of readiness. . .1 


This proposal was the occasion for widespread propaganda questioning 
the President’s good faith in making this request. It was charged 
that he was seeking to build up a dictatorship and to lead the Nation 
into war without its consent. It was denied that the interests of the 
United States were threatened by the military developments daily 
taking place in Europe and Asia. 

In the great congressional debate on the question, the opposition 
asserted that the Nation was not imperiled and that there was a moral 
obligation to release men who had been inducted for training with the 
expectation that their period of service would be completed in 12 
months. The following comment of undoubted sincerity by a re- 
spected and able Senator was typical: 

I cannot, for the life of me, see in what respect the United States is in greater 
danger of invasion, greater danger of attack, or more pressed for time in training 
men for military service than it was a year ago, when we were assured that train- 
ing for a year was the answer to our problem of preparing the land forces. I am 
strongly for national defense, but I cannot and will not vote to keep these boys in 
service, for possible expeditionary forces to Europe, Asia, and Africa, unless and 
until Congress authorizes such a program. When Congress declares war as the 
Constitution provides I shall do everything possible to win the war. Until that 
time comes, I shall do everything possible to keep America out of the present 
war, and I intend to vote against draft-time extension. 

The Senate took favorable action by the ample margin of 45 to 30,8 
but in the House the outcome appeared to be uncertain. A minority 
of members of the House Committee on Military Affairs doubted that 
the Nation was in danger: “. . . it is our opinion that the crisis today 
is not as grave as it was one year ago or when the selectees were first 
inducted into the military service.” 4 Similar comments recurred in 
the House debate. One member spoke for many when he asserted: 
“T am convinced that unless we go out looking for trouble with a 
chip on our shoulder we need have no immediate fear of being attacked 
or involved in war.” 5 

By a vote of 203 to 202, the House on August 12 acted favorably on 
a bill to authorize the continuance in service of inductees and other 
personnel which had been called to the colors. After this crucial de- 
cision by the narrowest possible margin, the Government was free to 


1 Congressionul Record, vol. 87, pt. 6, p. 6149. 


2 Senator Capper, Congressional Record, vol. 87, pt. 6, p. 6816, 
® Congressional Record, vol. 87, pt. 6, p. 6881, 
4 Congressional Record, vol. 87, pt. 6, p. 7001. 


5 Congressional Record, vol. 87, pt. 6, p. 6908. 
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make dispositions of troops as the circumstances warranted and to 


move on various domestic questions which had been crying for atten- 
tion but which had been postponed until settlement of the paramount 


question of the maintenance of the forces in being. During the fol- 
lowing weeks further steps were taken quickly in the improvement of 


defense organization; several major agencies acquired, in the essen- 
tials, the form and functions which they were to exercise, under other 


names, during the entire war. This stage had been reached by a zig- 
zag route and had necessitated involved judgments concerning the 
state of public opinion, the desires and strength of different elements 


‘within the Administration and the public generally, and the changing 


needs of governmental management as the defense program grew. 
The complex process by which the administrative mechanisms for 
defense were built suggests that under circumstances of uncertainty of 


national purpose a full-blown organization for defense or for war 


cannot be erected in time of peace without placing severe strains on 
the coalition of interests supporting the Government. However that 
may be, as these administrative steps were taken, further attacks on 
American vessels occurred. The international situation became worse 
rather than better. The stimulus of heightening danger and the 
shifts of personnel and organization made it possible to accelerate all 
phases of preparation for defense in the months before Pearl Harbor. 


Centering Responsibility for Priorities 


In rounding out the defense organization, refinement of organiza- 
tion for the guidance of production received first attention in the es- 
tablishment of the Supply Priorities and Allocations Board by Execu- 
tive order of August 28, 1941.° This action was the culmination of 
several streams of development. The Office of Production Manage- 
ment, created early in 1941, had been under pointed public attack, 
partly because it was headed by a “partnership” consisting of a 
Director General and an Associate Director General. In fact, the 
“partnership” was not at the root of the troubles of OPM. Action 
on this point, however, would relieve tension induced by criticism. 
In reality, a more significant problem was that of working out a proper 
division of functions between the Office of Production Management 
and the Office of Price Administration and Civilian Supply. 

The Office of Production Management had received by delegation at 
the time of its creation the priority power vested in the President by 
an act of 1940, i. e., the power to compel priority in delivery for Army 
and Navy orders over orders for private account or export. It soon 
became apparent that this authority was inadequate and on May 31, 


6 Executive Order No. 8875, Aug. 28, 1941, 6 Federal Register 4484, 
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1941, the President’s priority power was broadened. The new statute 
gave power to require that priority be granted to certain orders not 
placed directly by the Army and Navy. Thus, orders for the ‘‘Gov- 
ernment of any country whose defense the President’? deemed vital 
“to the defense of the United States” might be granted priority. 
Orders “necessary or appropriate to promote the defense of the 
United States,”’ such as those for housing in defense production areas, 
might receive priority. The new statute also enabled the assignment 
of priority ratings to subcontracts or suborders necessary to fulfill a 
rated prime contract. Finally, the statute granted power to allocate 
scarce materials in such manner as might “‘be necessary or appropriate 
in the public interest and to promote the national defense.” Thus, 
specific authority to determine the relative essentiality of different 
civilian uses of materials and commodities was granted. Whatever 
doubt existed about the legal power to determine whether scarce 
aluminum should be used in juke boxes or cooking utensils was re- 
solved. 

The statutory authorization to the President to exercise a broader 
range of priority power made it necessary that he delegate that power 
for detailed administration. The necessity for delegation in turn 
precipitated the issue of redefinition of relations between the Office of 
Production Management and the Office of Price Administration and 
Civilian Supply. The decision of this question raised again the 
problem of Presidential mediation between two powerful groups 
within the Administration. When the Office of Production Manage- 
ment was created the President delegated to it the narrow priority 
power which he then possessed. The OPM had been charged only 
with concern for military production and presently, in April 1941 the 
Office of Price Administration and Civilian Supply was given cog- 
nizance of production to meet essential civilian needs. OPACS was 
directed to stimulate provision of required civilian goods in a manner 
not to conflict with military defense needs. After these defense 
needs had been met, OPACS was empowered to plan for the equitable 
distribution of the residual supply of materials among competing 
civilian demands, OPACS had no powers, however, to direct industry 
to effectuate these distributions. OPM had the power to direct the 
steel industry, for example, to give priority to particular orders; 
OPACS had the power to tell the OPM how it should direct industry 
to dispose of materials and supplies remaining after defense needs had 
been met. The practical solution of the problems inherent in such a 
relationship between two new and growing governmental organizations 
naturally was accompanied by friction, but under these provisions 
during the summer OPACS issued numerous programs for the guidance 
of OPM. For example, it ordered that, after defense needs had been 
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met, ‘deliveries of material and equipment necessary for the con- 
struction of locomotives” should “be given preference over all material 
and equipment going into any other civilian use.” Under the existing 
administrative arrangements, it then became the responsibility of 
OPM to apply this policy in reviewing applications for priority in 
~ the acquisition of materials for different civilian uses. OPM officials 


disliked to have to execute programs formulated by OPACS and the ~ 


administrative arrangement did contain inherent difficulties. More 
significant in the friction between the two agencies, however, was the 
fact that the jurisdiction of OPACS over civilian needs gave it license 
to be critical of the rate of progress by OPM in converting civilian 
industry to defense purposes. 

Rivalries between OPM and OPACS as well as the suitability of 
the division of authority between them under an expanding production 
program became involved in the consideration of how the President 
should delegate the broadened priority authority. To whom was the 
power to be delegated and how would the delegation affect relations 
of the Office of Production Management and the Office of Price Ad- 
ministration and Civilian Supply? The solution of these questions 
gave rise to a bitter controversy between two factions within the 
Administration. The Office of Price Administration and Civilian 
Supply, headed by Leon Henderson, and manned chiefly by career 
civil servants and personnel from universities and research institu- 
tions, was widely regarded as a New Deal agency. The Office of 
Production Management, on the other hand, had filled most of its 
key positions with persons from business and industry. Although 
they were charged with protection of the civilian economy, the OPACS 
personnel fought a continuing battle to reduce civilian production in 
order that defense output might be increased. ‘The Office of Produc- 
tion Management was accused of delaying the defense effort, of under- 
estimating requirements for materials and facilities, and of hesitating 
to take bold measures for expansion lest industry find itself with over- 
capacity after the war. Undoubtedly, there was some truth in these 
charges. The top personnel of OPM was considerably ahead of the 
Army and Navy in their estimates of defense needs. Among sub- 
ordinate officials in the organization, however, there were those who, 
like people generally, were dubious about the necessity for prepared- 
ness. Because of the different composition of the two agencies their 
conflict came to be pictured as a debate over the level of effort that 
should be devoted to defense preparation. 

Another basic element in the complex administrative and political 
situation was the growing scarcity of resources. Although small by 
later standards, military production was beginning to interfere with 
production for other purposes. We did not have enough to meet all 
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needs. It was becoming necessary to formulate a broad economic 
strategy. How could what we had be used to the greatest national 
advantage? To what extent, for example, should we devote our 
materials and manufacturing capacity to meet the needs of railroads; 
and how should their needs be weighed against that for automobiles? 
How should domestic civilian and military requirements be treated 

in relation to those of friendly nations in this hemisphere and else- 
where? All these needs had to be weighed against other export 
requirements mixed with diplomatic considerations. How much 
tin could we spare to persuade Portugal not to help the Axis? Was 
it more important that we devote materials to the manufacture of 
short-wave transmitters for propaganda broadcasts or that we use 
them for Signal Corps equipment? Questions of priority in the 
broadest sense were becoming urgent. 

The composition of the Council of the Office of Production Manage- 
ment—the Secretary of War, the Secretary of the Navy, and the 
Director General and Associate Director General of the Office of 
Production Management—was not one to assure due consideration 
of all factors involved in the allocation of resources. The Council was 
weighted in favor of the Army and the Navy, while the defense of the 
United States required that careful attention also be given to export 
and lend-lease needs. With the increase of pressure on our resources, 
it was becoming necessary to provide a more appropriate mechanism 
to settle issues of allocation, a consideration which was urged by the 
Director of the Bureau of the Budget. Mr. Bernard Baruch also 
urged the centralivation of priority authority and the control over 
production—both civilian and military—in a single agency. 

The complex situation was not made simpler by the inevitable 
struggle among individuals for position, or, perhaps more accurately, 
the struggle of their friends in their behalf. If responsibility for pro- 
duction management and for determination of broad policy for alloca- 
tion of resources were to be more highly centralized, some individuals 
would gain in power; others would lose. Moreover, individuals were 
still on trial. Sooner or later, enormous authority had to be vested in 
a single individual, but who should that individual be? The leading 
figures in defense organization had demonstrated qualities both of 
strength and weakness. For the heavy responsibilities which were 
ahead, no person stood head and shoulders above his associates. Con- 
siderations looking toward a further trial of individuals, therefore, 
worked their way into the solution of administrative issues presented 
by the dispute between the Office of Production Management and the 
Office of Price Administration and Civilian Supply. 

After Congress had extended the service of the armed forces and 
after the conference with Mr. Churchill that resulted in the Atlantic 
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Charter had been concluded, the President was free to devote attention 
to problems of production organization. The Director of the Bureau 
of the Budget had been conducting studies and negotiations for some 
time and on August 18 he presented to the President several alterna- 
tive plans together with a statement of the issues and considerations 
involved. The formulation of a solution required several transfers of 
high-ranking personnel to positions to which their talents were more 
suited and the modification of proposals based purely on administra- 
tive considerations by factors of political feasibility. In the negotia- 
tion of the final details and the necessary personnel adjustments, the 


- President relied upon Judge Samuel I. Rosenman, his special counsel. 


The diverse ingredients of the situation produced the Supply 
Priorities and Allocations Board, a policy group superimposed over 
the Office of Production Management. It consisted of the Chairman 
of the Economic Defense Board, as chairman, the Director General © 
and Associate Director General of the Office of Production Manage- 
ment, the Price Administrator, the Secretary of War, the Secretary 
of the Navy, and the Special Assistant to the President supervising 
the Lend-Lease Program. The general administrative theory of 
SPAB was that the chief officials of the principal agencies with stakes 
in the allocation of our resources would be brought together for con- 
sultation, in order, as the Executive order read, “‘to assure unity of 
policy and coordinated consideration of all relevant factors involved 
in the supply and allocation of materials and commodities among the 
various phases of the defense program and competing civilian de- 
mands.” The Secretaries of War and Navy could speak for direct 
military needs. The chairman of the Economic Defense Board and 
the Special Assistant to the President supervising the lend-lease pro- 
gram could participate with knowledge of the urgency of export needs. 
The Price Administrator (who also headed the OPM Division of 
Civilian Supply) could contribute information on essential civilian 
needs as well as indirect defense needs and could bring to bear in the 
deliberations of the Board considerations of economic stabilization, 
The participation of the Director General and Associate Director 
General of OPM was calculated to assure a coordination with the 
general program of requirements of the work of OPM in stimulating 
the construction of new facilities, in programming the import of 
strategic and critical materials, and in allocating the available supplies 
of goods and materials among competing uses. Later the Secretary 
of Commerce, under whose direction RFC subsidiaries constructed 
plants, imported materials, and conducted other operations to increase 
supplies, was designated as a member of the Board in an effort to 
assure better coordination of his actions with the general program of 
industrial requirements. 
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The Board, acting in accordance with the basic defense policies of 
the President, was directed to: 


(a) Determine the total requirements of materials and commodities needed 
respectively for defense, civilian and all other purposes; establish policies for the 
fulfillment of such requirements, and, where necessary, make recommendations 


to the President relative thereto. ee 

(b) Determine policies and make regulations governing allocations and priorities 
with respect to the procurement, production, transmission, or transportation of 
materials, articles, power, fuel, and other commodities among military, economic 
defense, defense aid, civilian, and other major demands of the total defense 


program. 

Mr. Donald M. Nelson, who had been Coordinator of National 
Defense Purchases for the Advisory Commission and Director of the 
OPM Division of Purchases, was made Executive Director of the 
Board. In all these positions his stature had grown and he showed 
promise of bridging the gap between conflicting groups within the 
Administration. He was designated as Executive Director of the 
Board with the hope that he would later be able to assume heavier 
responsibilities, should the necessity arise. 

The functions of the Office of Price Administration and Civilian 
Supply in the allocation of the residual supplies of materials among 
competing civilian uses were transferred to the Office of Production 
Management in which a Division of Civilian Supply was established. 
This Division was headed by Mr. Leon Henderson, who also became 
in his capacity of Price Administrator a member of the Supply Priori- 
ties and Allocations Board where he could participate in policy deliber- 
ations. The Office of Price Administration and Civilian Supply 
became simply the Office of Price Administration. The Chairman of 
the Economic Defense Board, the Vice President, was made Chairman 
of SPAB partly to avoid a clear victory for either of the contending 
factions and partly because of his zeal for preparedness. The Execu- 
tive order also centered the administration of all types of priority 
policy in the Office of Production Management and made this office, 
acting under general policies fixed by SPAB, superior to other govern- 
mental agencies whose collaboration was required to effectuate priori- 
ties actions. 

From a purely administrative point of view, the organization 
erected by the order of August 28 left much to be desired. Critics 
pointed out that Mr. Nelson, as Executive Director of SPAB, was a 
subordinate of Mr. Knudsen when Mr. Knudsen was acting as a 
member of the Board and perhaps was an administrative superior of 
Mr. Knudsen when Mr. Knudsen was acting as Director General of 
the Office of Production Management. As Director of the Division 
of Civilian Supply of OPM, Mr. Henderson was a subordinate of Mr. 
Knudsen, but when he attended sessions of SPAB, he met Mr. Knud- 
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sen as an equal. However involved the administrative structure was, 
the maneuvers eventuating in the establishment of SPAB were steps 
which gradually were bringing together into a working whole elements 
of the Administration which had diverse notions about how the defense 
program should be managed. No one of these groups had either the 

right view or all the skills required, but step by step they were brought 
to work together as the administrative structure evolved. Moreover, 
admirers of the niceties of logical administrative charts are sometimes 
confounded. Defense production was 15 percent more in September 
than in August when SPAB was created; it was 26 percent greater in 
October than in August. No causal relation can be inferred between 
the order of August 28 and the upward production trend. On the 
other hand, in evaluating production organization at the time such 
figures are not to be ignored. 

The composition of SPAB created a situation more favorable to the 
Administration’s policy of aid to Russia. The Council of the Office 
of Production Management was weighted against aiding Russia. In- 
clusion of Messrs. Wallace, Henderson, and Hopkins in the member- 
ship of SPAB strengthened the hand of the President in checking the 
disinclination of the armed forces to allocate industrial materials to 
Russia. 

Transfer of the civilian supply function from the Office of Price 
Administration and Civilian Supply, made virtually irrevocable the 
administrative separation of price control from production control. 
This basic decision was made without a great deal of consideration of 
its future consequences although there was an awareness that the 
way was being prepared for some administrative difficulty. It was 
contended in some quarters that control over price and production 
should be in the same hands. Practically, there were drawbacks. 
Organizations such as the Office of Production Management, were 
by their nature colored strongly by producer interests which ordinarily 
are not enthusiastic about price control. An agency such as the 
Office of Price Administration could develop a vital interest in price 
control, and its staff, by design, consisted chiefly of persons divorced 
from producer interests. It cannot be said, however, that such caleu- 
lations were dominant in the separation of price and production 
control. That action was the culmination of a sequence of adminis- 
trative actions which began with the assignment of functions in the 
National Defense Advisory Commission. The adviser on price stabi- 
lization of the Advisory Commission established himself as the chief 
exponent of price control and as a man who understood some of the 
complexities of the problem and who was courageous enough to 

- undertake an unpopular but essential task. 
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With the organization for determination of production policy — 
refurbished and improved by reassignment of personnel, the way was _ 
clear to proceed more vigorously and more rapidly with the production 
program. There was no sharp break with the general direction of 

~ movement during the first two-thirds of the year, but the tempo was 
accelerated during the few months before Pearl Harbor. A strenuous 
effort was made to reconsider the Nation’s needs for raw materials 
and to meet these needs by increasing imports and domestic capacity. 
The problem of allocating resources among civilian, military, and 
foreign uses became increasingly difficult with the competition most 
keen between military and Russian requirements. Measures were 
adopted to divert larger quantities of materials from domestic civilian 
production to military uses. : 

SPAB inaugurated a systematic review of requirements for raw 
materials particularly and began to initiate measures to augment 
supplies. The problem of measuring requirements had two basic 
aspects: What did we need in the way of military items—guns, tanks, 
planes, ships, and so forth? What raw materials did we require to 
meet these needs and other needs which might be placed upon the 
economy by war? 

The question of requirements for military equipment and supplies 
was one for the military authorities, but the production agency con- 
tinued to urge the services to raise their sights. In the middle of 
September Mr. Knudsen reminded the War Department that he had 
remarked repeatedly on the inadequacy of the program for antitank 
guns and other ordnance items and declared it was imperative that 
the production objectives should be adjusted upwards. 

What materials and facilities would be needed to produce war goods 
and to maintain the civilian economy if war should come? SPAB 
addressed itself to this matter with the assistance of the staff of the 
Bureau of Research and Statistics of the Office of Production Manage- 
ment. The accuracy of estimates of requirements rested fundamen- 
tally on the assumption about the size of the defense effort we might 
have to make, about the volume of equipment and supplies we might 
have to furnish to others, and about what would be needed to keep the 
civilian economy functioning. Once these assumptions were made, 
an enormously difficult statistical problem had to be solved in trans- 
lating guns into tons of steel, ammunition into pounds of copper, 
planes into quantities of different types of aluminum. It was not 
enough to say that we needed tremendous amounts of everything. It 
would be senseless to devote effort to producing steel for plane motors 
without attempting to produce enough aluminum to make airframes 
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in the appropriate numbers. For the importation of materials, there 


was so much shipping space and no more. All the space could not be 


_ used for bauxite; cryolite also had to be on hand for use in processing 


the bauxite. The materials program had to be balanced with proper 
emphasis on all its phases. ‘ 

At the insistence of the services, the Army-Navy Munitions Board, 
was made responsible for estimating the quantities and delivery nics 
of raw materials required for military items. Figures presented 
initially by the services were practically worthless. An OPM staff 
report prepared in August noted— 


The unreasonable character of the Industrial Mobilization Plan estimates may 
be evidenced by the fact that total military needs of aluminum for 2 years of 
maximum effort for the 4-million-man Army was less than 500 million pounds; 
for copper the total was 25,000 tons; for silk 13 million pounds. At the present 
time it appears that the requirements for aluminum for military purposes will be 
considerably more than 1 billion pounds; for copper nearly 1 million tons; for 
nickel 180 million pounds (total supply); and silk 3 million pounds. Obviously 
the Industrial Mobilization Plan estimates for the 4-million-man effort bear no 
relationship to the realistic demands under the present program. 

Insofar as the Navy is concerned, most of the estimates we have received repre- 
sent guess work. There is neither the basic material for doing the job satisfac- 
torily nor the inclination to develop the staff needed for estimating raw materials 
needed in the Navy Department. Time after time a check of the estimates has 
indicated the need for almost unbelievable revision upward or downward in the 
originally submitted figures. As long ago as last fall we discussed these problems 
with the Navy and time after time they were shown that the estimates were com- 
pletely out of line with any realistic approximations. Practically no progress in 
this direction has been made in the Navy Department. 


One of the first undertakings of the Supply Priorities and Allocations 
Board was a frontal assault on the question of requirements. No 


immediate progress was made in improving the estimates from the 


military but civilian judgment could be substituted. At the end of 
September 1941, for example, the Board considered a staff report on 
steel requirements and supply which stated— 


Existing estimates of military and civilian requirements are extremely diverse 
because of the many different assumptions, many of them necessarily combining 
the unsociable qualities of being both imaginary and arbitrary, on which they 
are based . 

Estimates of Army requirements in 1942 are based on the report of the Army- 
Navy Munitions Board. These data were adjusted upward for some supply 
ALIN set 

Navy estimates are based on reports from the Navy Department, again with 
upward adjustments ... For example, a higher steel requirement for Navy 
building is estimated than that shown by the Bureau of Ships which showed de- 
creasing quarterly requirements throughout 1942. Furthermore, Navy estimates 
for ammunition provided for reserves (on ship and shore) to match the expansion 
of the fleet without any allowance for expenditure other than target praetice. 
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‘Because of the current situation in the Atlantic area, these figures were doubled 
for large projectiles and trebled for antiaircraft projectiles. 

The Board instituted a systematic review of the supply-require- 
ments position of all materials likely to be critical and adopted policies 
which seemed to be appropriate. Indicative of the shift in attitude 
was the order of October 2 to increase steel capacity by 10 million 
tons a year. In this and many other questions the linkage between 
order and action was not always effective; the threat of overcapacity 
‘ aroused resistance, both administrative and industrial. After all, 
perhaps there might not be a war. Action was under way, however, 
and in some instances considerable progress was made in stockpiling 
and in the development of new capacity. 

SPAB had the job of determining requirements and of initiating 
measures to increase supply. It also had the job of dividing what we 
had among competing uses. Frictions over division increased as the 
pressure on supply became greater. The issue was most acute in 
allocations between Russian requirements and those of the United 
States military forces. On October 7, 1941, the President approved 
the Moscow Protocol under which it was agreed to furnish certain 
materials to Russia. On October 23, SPAB issued orders for alloca- 
tion of materials and equipment to meet the protocol undertakings. 
But the Board had to reaffirm its decision at almost every meeting 
over opposition from the Navy Department. In November, the 
Secretary of the Navy opposed transfer of aluminum to Russia with 
the argument that its industrial areas were in danger of conquest; 
but the Board ordered aluminum sent to Russia and suggested that 
perhaps the Navy could use something other than aluminum for 
furniture on its warships. Machine tools also were allocated to 
Russia over strong Navy protest. In carrying out the Moscow 
Protocol commitments, the Board was acting under specific Presidential 
instructions. During November, the President also rejected a pro- 
posal by the Secretaries of War and Navy to establish a super-priorities 
committee on which the armed services would have been dominant 
and from which the members of SPAB who supported the President’s 
Russian policy would have been missing. 

The movement of events was giving more and more strength to 
those who sought more adequate defense production, and in the latter 
part of 1941 the Office of Production Management and the procure- 
ment branches of the services were occupied with scheduling an 
enlarged munitions program. On August 25 the First Supplemental 
N ational Defense Appropriation Act, 1942, was approved and over 
$6 billion additional were made available for War, Navy, and maritime 
production and procurement.’ In October, the Second Supplemental 
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- National Defense Appropriation Act, 1942, became effective and made 
available almost $6 billion more for military and other defense-aid 
items. Meantime, the Reconstruction Finance Corporation had 
been authorized to issue an additional $1.5 billion in notes to finance 
activities of its subsidiaries in the construction of war plants and in 
the purchase of strategic and critical materials.? All these appropria- 
tions reflected a sharp upward revision of needs and the realization 
that enormous productive power remained untapped. Intense criti- 
__ cisms that production was “‘too little and too late’ in Congress and 
in the country stimulated official action. 

SPAB was responsible for making broad allocations of resources 
among military, civilian, and foreign requirements. As defense pro- 
duction increased SPAB had to reduce the quantities of materials 
going into certain types of civilian production. At first, military 
production had been superimposed upon civilian production which, 
in turn, was stimulated by defense expenditures. Gradually the 
point was reached at which further increases of defense production 
required positive limitations on, or prohibitions of, civilian production. 
Early in 1941 preference had been given to military uses of metals 
and other commodities and certain uses of materials had been pro- 
hibited. In the last months of the year more direct measures had to 
be taken to limit civilian production. A warm controversy had existed 
between OPM and OPACS particularly over the conversion of the 
automobile industry and in August curtailments to go into effect 
by November 30 had been announced. In September, October, and 
November, limitation orders affecting other industries were issued. 
On October 9, restrictions on nonessential building and construction 
were announced. On October 21, the use of copper in most civilian 
products was prohibited. The consumer-durable goods industries 
began to be subjected to limitations on production in order that they 
might be converted to military production and that consumption of 
metals in their products might be stopped or reduced. Refrigerators, 
vacuum cleaners, metal office furniture and equipment were among 
the products whose manufacture was placed under limitation orders.’® 

As more and more materials were drawn into high priority armament 
production, dislocations began to be felt in the industrial system. 
Small business concerns and their spokesmen became more vocal as 
time went on and protests were heard that procurement officers dis- 
criminated in favor of large enterprise in the award of contracts. 
Large concerns did receive the lion’s share of war business, but whether 
they received a share disproportionate to their share in peacetime 
production is difficult to calculate. Moreover, it is probable that the 
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immediate impact of the change-over from normal production to 
defense production struck little business harder than it did big busi- 
ness. A considerable time lag was inevitable before subcontracts 
filtered down to small concerns. Whatever one concludes from the 
tangled mass of fact, the failure to plan and to organize adequately 
for utilizing the facilities of small concerns illustrates a type of diffi- 
culty often overlooked by mobilization planners. The deprivations 
and connected reactions consequent upon the operations of mobiliza- 
tion may endanger the entire process. Dramatic action was needed 
and, in September, the President established within the Office of 
Production Management, a Contract Distribution Division.” This 
Division which succeeded the OPM’s Defense Contract Service and 
was a precursor of the Smaller War Plants Corporation, conducted a 
spectacular campaign of publicity to bring to the attention of small 
manufacturers the opportunities to use their plants in the production 
of “bits and pieces.” Its work allayed the anxieties of small business- 
men to some extent but it was merely another in a series of agencies 
that did not succeed completely in coping with the problem of utilizing 
the facilities of the thousands of small business enterprises, a problem 
of extreme administrative complexity. 


Further Steps in Economic Defense Organization 


Reorganization of the machinery for the general oversight of pro- 
duction and distribution made necessary some changes in the Admin- 
istration of our foreign economic affairs. Under the general scheme 
of the Supply Priorities and Allocations Board foreign requirements 
were to be weighed against other needs in determining general eco- 
nomic strategy. No agency existed with responsibility or staff to 
assemble export requirements in a systematic way. Moreover, as 
the demands on our resources increased, positive measures became 
necessary to insure that friendly nations received goods essential for 
the stability of their economies. Friendly nations had been able to 
purchase to meet their needs in the open market; now it became neces- 
sary that they have a priority status in order to obtain goods. We 
had to develop a policy in accordance with which priority would be 
granted. The Office of Export Control had been operating primarily 
with the negative policy of preventing the shipment of goods to un- 
friendly nations and persons. This Office and the Division of Controls 
of the Department of State administered export control in confused 
collaboration which required clarification. The Economic Defense 
Board, which had been established at the end of July, was a policy 


10 Senate Document No. 161, 77th Cong., 2d sess., p. 23. 
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coordinating body. Its creation had been a stop-gap in maneuvers 
‘among agencies and factions within the Administration for primacy 
- in economic foreign policy, and its establishment check-mated those 
who wished military control of that policy. 
In its early consideration of ways to meet some of these problems, 
-_ the Supply Priorities and Allocations Board agreed on September 3 
in a preliminary fashion that the Office of Export Control should 
become a part of the Office of Production Management. Export 
requirements could thus be brought into the general supply-require- 
ments calculations and the OPM could grant priority ratings which 
would assure the delivery of sufficient goods to meet the essential 
needs of friendly nations. This move was checked after the Bureau 
of the Budget pointed out the importance of export control in the 
larger context of economic foreign policy and defense and the general 
relation of SPAB to exports contemplated by the plan underlying the 
creation of SPAB. On September 16 SPAB agreed to request the 
President to designate an agency to provide it with total requirements 
for exports other than defense aid. 

On September 15 an Executive order was issued which enlarged the 
role of the Economic Defense Board by transferring to it the functions 
and staffs of the Office of Export Control and the Division of Controls 
of the Department of State. By this action the Economic Defense 
Board became an operating agency as well as a general planning and 
coordinating body. It could execute its export policies through the 
licensing of shipments. It could prevent goods reaching our enemies 
and it could give preference to our friends. The way was paved for 
removing some of the confusion created by the division of functions 
between the Office of Export Control and the Division of Controls of 
the Department of State. The order left unsolved the vexing problem 
of assuring reflection of the interests of the Department of State in 
the policies of the Economic Defense Board. It also left import 
policy, determined by the Board, to be executed by the defense sub- 
sidiaries of the RFC, a relationship subsequently to cause trouble. 

The order of September 15 directed the Economic Defense Board to 
“obtain, develop, and determine over-all estimates of materials and 
commodities required for export purposes in the interest of the eco- 
nomic defense of the Nation,” with the exception of exports under 
lend-lease, and to advise the Supply Priorities and Allocations Board 
of such estimated requirements. This action laid the basis for over-all 
estimates of export needs and their presentation to SPAB which could 
weigh them against military, civilian, and other requirements. The 
order also directed the Economic Defense Board to “‘provide a central 
clearing service” to which export requests could be made and to “ob- 


—————— 


2 Executive Order No. 8900, Sept. 15, 1941, 6 Federal Register 4795. 


Sip ee ee ee The United States at War 


tain clearance for such proposals from the several Federal agencies 
concerned with the control of exports and financial transactions inci- 
dental thereto.” 
~The Vice President announced on September 17 that the new ar- 
rangement assured that the Office of Export Control would “be more 
closely integrated into the broader work of the Economic Defense 
Board. . .” He stated: ‘‘The international crisis requires a deter- 
mined intensification of our policy of preventing shipments to Axis- 
dominated countries. At the same time, we must help see to it that 
other nations in that part of the world which is still free get enough 
- goods to maintain the stability of their own economies insofar as that 
is possible. This is particularly important in the western hemisphere.” 

Since the Economic Defense Board had only limited responsibilities 
in lend-lease transactions, Latin American requirements loomed large 
in its export work. In this area, the Board was a potential competitor 
of the Coordinator of Inter-American Affairs whose office had been 
concerned with our economic policy in this part of the world. By 
agreement between the Coordinator and the Vice President, the Co- 
ordinator was made a member of the Economic Defense Board and 
the staff of the Coordinator’s Commercial and Financial Division was 
merged with the executive personnel of the Board engaged in western 
hemisphere matters. The combined unit was to report to the Execu- 
tive Director of the Board in some matters, to the Coordinator in 
others. 

Export policy toward the American Republics was one ofthe first 
matters to receive the attention of the Supplies Priorities and Allo- 
cations Board. These countries were cut off from their normal Euro- 
pean sources of supply and maintenance of their friendship was a 
fundamental element in American policy. The Economic Defense 
Board recommended to SPAB that the American Republics be treated 
equally with civilians in the United States and this became the general 
policy. Presidential instructions in April had directed the Office of 
Production Management to “make appropriate provision for the satis- 
faction of essential Latin American requirements for industrial and 
consumer nonmilitary goods and materials.’”’ As supplies became 
more scarce, the policy required refinement in detail but the general 
standard of parity furnished a basis for judgment. Thus, if steel were 
not available for the construction of amusement parks in the United 
States, it would not be exported to another American Republic for 
that purpose. In turn, Latin American countries adopted export 
control systems of their own to prevent the flow of defense materials 
and articles outside the hemisphere. 

; Simultaneously with reorganization of the machinery for produc- 
tion control, a change in the method of handling lend-lease affairs 


_ Rounding Out Defense Organization ; BP a tes Oe 
was announced. Mr. Edward BR. Stettinius, Jr., was transferred from 
the Division of Priorities of the Office of Production Management to 
head the administration of lend-lease. As an interim arrangement, to 
_ serve until the general administrative problems would be reexamined, 
Mr. Stettinius was designated on September 16 as Special Assistant 
to the President in connection with the lend-lease program, thus 
formalizing an arrangement previously announced. Lend-lease con- 
tinued to be a matter of high policy and White House oversight was 
maintained. In a letter to Mr. Stettinius, signed concurrently with 
the letter of designation, the President wrote: ‘Harry Hopkins is, of 
course, familiar with the administration of lend-lease, and I hope you 
will consult with him and with me where matters of major policy 
arise.”’ 
- The Office of Lend-Lease Administration was formally established 
by Executive order of October 28, 1941. OLLA absorbed the Division 
of Defense Aid Reports. Power delegated to the Office enabled it to 
handle many matters which until then had required the signature of 
the President. The order read: “Subject to such policies as the 
President may from time to time prescribe, the Administrator is 
hereby authorized and directed . . . to exercise any power or author- 
ity conferred upon the President by the [Lend-Lease] act and by the 
Defense Aid Supplemental Appropriation Act 1941, and any acts 
amendatory or supplemental thereto, with respect to any nation 
whose defense the President shall have found to be vital to the defense 
of the United States.” 

In the preparation of the Executive order defining the powers of 
the OLLA, modifications of the initial draft reflected efforts to cope 
with the administrative problems created by the existence of three 
major agencies concerned with foreign affairs. The interest of the 
State Department found expression in the provision of the final order 
that “the master agreement with each nation receiving lend-lease aid, 
setting forth the general terms and conditions under which such nation 
is to receive such aid, shall be negotiated by the State Department, 
with the advice of the Economic Defense Board and the Office of 
Lend-Lease Administration.” Similarly, a measure of coordination 
between the Office and the Economic Defense Board was envisaged 
by the provision that the Lend-Lease Administrator should ‘make 
appropriate arrangements with the Economic Defense Board for the 
review and clearance of lend-lease transactions which affect the eco- 
nomic defense of the United States as defined in Executive Order 
No. 8839 of July 30, 1941.” 

With these organizational changes, the Government was better 
equipped administratively to handle economic foreign policy, in the 
fields of both defense aid and general exports. Provisions of the 
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Neutrality Act of 1939, however, hampered the movement of goods 
to nations fighting the Axis. That act prohibited carriage by Ameri- 
can vessels of passengers, articles, or materials to any nation at war. 
It provided for the establishment by the President of combat areas 
into which American vessels and citizens were forbidden to travel. 
It also prohibited the arming of American merchant vessels.” These 
and other restrictions had been enacted on the theory that the United 
States could keep out of war by such self-restraint. On October 9 
the President requested Congress to modify the act of 1939. He 
asserted that the policy of aiding enemies of the Axis was obstructed 
by limitations on the operation of the American merchant marine. 
Defense articles were becoming available in greater and greater quan- 
tities but their delivery was becoming more and more difficult. Re- 
moval of the restriction on arming merchant vessels, the President 
said, was ‘a matter of immediate necessity and extreme urgency”’.* 

The President’s message precipitated a bitter debate within and 
outside Congress. The chief contention of opponents of revision was 
that the Nation was being led into war step by step. A leader of the 
Opposition stated the position in this way: 

. . . I consider the pending Senate decision as substantially settling the ques- 

tion whether America deliberately and consciously shall go all the way into a 
shooting war, probably upon two oceans. The ultimate acknowledgment by 
Congress of a state of war, I fear, will be a mere formality, ratifying a precipitated 
fact if we approve the needless provocation and trend inherent in this proposed 
action. 
This theme recurred in the House and the Senate debates with such 
subsidiary contentions as that there was no need to arm merchant 
vessels since the defensive capacity of armed vessels was slight. 
Favorable action was taken by the House on October 17, by a vote of 
259 to 138,'° and by the Senate on November 7, 1941, by a vote of 
50 to 37.7 House concurrence with Senate amendments was won by a 
small margin, 212 to 194, on November 13.8 The action of Congress 
was approved by the President on November 17. Sections 2, 3, and 6 
of the Neutrality Act of 1939 were repealed and the President was 
authorized to arm American merchant vessels for the duration of the 
emergency he had proclaimed on May 27." 

The action by Congress followed a change in public opinion on the 
advisability of using American ships to transport.goods to the victims 
of aggression. At an earlier time the majority sentiment, as measured 

18 54 Stat. 4. 

M4 Congressional Record, vol. 87, pt. 7, p. 7769. 

18 Senator Vandenberg, Congressional Record. vol. 87, pt. 8. p. 8251. 
16 Congressional Record, vol. 87, pt. 7, p. 8041. 
1” Congressional Record, vol. 87, pt. 8, p. 8680. 
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by the polls, was to keep American ships out of danger areas, but this 
view was modified with the trend of events and the closer and closer 
identification of our interests with those of Britain. The trend of 
opinion appears in chart 7. 

The tempo of events speeded up during consideration of revision of 
the Neutrality Act. Between the time the question was raised by the 
President and the approval of the act, the U. S. S. Kearney was at- 


Cuart 7. Public Opinion on Aid to Great Britain. 
The question asked was: ‘Should the Neutrality Act be changed to permit 
- American Merchant ships with American crews to carry war materials to Britain?” 
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tacked, a more hostile cabinet assumed office in Japan, the Reuben 
James was torpedoed, Ambassador Grew warned that Japan might 
“resort with dangerous and dramatic suddenness to measures which 
might make inevitable war with the United States,’ and Secretary 
Hull informed the Cabinet that relations between the, United States and 


Japan were extremely critical. 


Beginnings of Information Coordination 


The debate over revision of the Neutrality Act again brought 
sharply to attention the problem of maintaining an adequate flow of 
straightforward information to the public about the policies and in- 
tentions of the Government. This problem always exists, but it is 
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accentuated in time of crisis when tempers run high and the public 
‘mind is divided. The structure of the American Government provides 
in Congress a forum in which it is possible to attack Administration 
leaders, to question their motives, and to doubt their integrity with- 
out providing an opportunity for face-to-face debate between critics 
and those responsible for the conduct of administration. On the 
other hand, leaders of the Administration can continue desultory ways 
without having to meet face-to-face the criticism of men in Congress 
who are equally devoted to the general welfare. Yet dissemination 
of information to the public by the Administration is apt to be re- 
garded as propaganda and to be viewed with suspicion by the people, 
the Congress, and the press. Ministries of propaganda and enlighten- 
ment have no place in the American tradition. Nevertheless, a gov- 
ernment has a responsibility to tell the people what it is doing and 
why. Moving into the area of legitimate government information 
work presented delicate problems and, as in other situations, the Goy- 
ernment policy was to tread lightly lest other, more important, ob- 
jectives be jeopardized. 

In July the Office of Civilian Defense proposed to the President that 
it establish a Bureau of Facts and Figures to be charged with morale 
activities. The Bureau would analyze the types of information being 
disseminated and would conduct an aggressive campaign of informa- 

tion to correct errors, to answer charges, and to inform the people. 

The proposal contemplated that the Bureau of Facts and Figures 
would handle broadcasts to other nations, but this function was given 
to the Coordinator of Information. The OCD proposal also en- 
croached somewhat on the jurisdiction of the Division of Information 
in the Office for Emergency Management which did information work 
for the principal emergency war agencies. 

Preliminary steps were taken to establish the proposed activities 
within the Office of Civilian Defense, but by September those engaged 
in the operation were persuaded that a different approach was neces- 
sary. The President drafted Mr. Archibald MacLeish to undertake 
the work as head of the Office of Facts and Figures which was estab- 
lished by Executive order of October 24, 1941.% The Office was 
directed to “formulate programs designed to facilitate a widespread 
and accurate understanding of the status and progress of the national- 
defense effort and of the defense policies and activities of the Goy- 
ernment.” The problem of coordinating information programs of 
different departments of the Government was touched on in an in- 
struction to ‘‘advise with the several departments and agencies of the 
Government concerning the dissemination of such defense informa- 
tion.”” The departments and agencies were also ordered to make 
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available to the Office information and data “‘to facilitate the most 
coherent and comprehensive presentation to the Nation of the facts 
and figures of national defense.” 

The powers and responsibilities of the Office were inadequate to 
coordinate the information activities of Government agencies, as 

‘later events demonstrated. Its functions were limited to suit the 
circumstances of the time, but creation of the OFF constituted a step 
toward coordination. The nature of the job was described by the 
Director of the Office a few days after his appointment: 

I think that it is easier to talk about the job in terms of its distinctions from 

‘certain other jobs of a like kind that have been done or are being done. The 
first distinction, perhaps, and the easiest, is to distinguish it from the Creel opera- 
tion. In the First World War all the departments of Government spoke through 
one mouthpiece, and, therefore, the question of @ common Government policy 
on information didn’t come up. 

In this war the Administration is very strongly determined to have the depart- 
ments speak through their own mouthpieces, their own information services, 
maintaining their autonomy; and hence, the problem of a common information 
policy does very decidedly come up. The job of the Office of Facts and Figures 
is to try to develop and work out that policy. ; 

I'd like to make one other distinction, which I don’t think is necessary but which 
I'd like to make for my own satisfaction, the distinction between this kind of opera- 

tion and the propaganda office of a totalitarian state. I think the difference is 


the difference between the strategy of terror and the strategy of truth. 

_ . . The Office of Facts and Figures is established, as I understand, upon the 
assumption that the people of a self-governing country are entitled to the fullest 
possible statement of facts and figures bearing upon conditions with which their 


Government is faced. 


The State of Affairs on December 7, 1941 


The attack on Pearl Harbor both vindicated and condemned the 
policy of the United States. The predictions that the United States 
was in danger of attack were fulfilled, but neither foresight nor in- 
telligence had been adequate to foresee with certainty the exact time 
and place of attack. The voices which had demanded preparation 
were justified by the turn of events, but we had not been able to mo- 
bilize industrial or military strength sufficient to permit quick assump- 
tion of the offensive. 

The entire policy of the Government had been conditioned by the 
necessity of maintaining the delicate domestic balance between those 
who unalterably opposed preparatory measures and those who en- 
thusiastically advocated virtual declaration of war. No substantial 
body of opinion had been entirely satisfied with the policy of the 
Government. ‘Those who condemned measures to appease Japan 
were countered by those in and out of the Government who wanted 
to play for time. Those who demanded more assistance to Britain 
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were opposed by those who still twisted the lion’s tail. Those who 
urged more rapid mobilization were met with the argument that 
mobilization inevitably meant war rather than defense. All these 
shades of opinion were reflected in the Congress and they could not 
be ignored. Yet the singleness of purpose of the Administration and 
‘of like-minded members of both parties in Congress provided sufficient 
‘political consensus to permit substantial preparation for what did 
happen. 

Defense measures prosecuted from the middle of 1940 to Pearl 
Harbor produced a degree of preparedness which was high in compari- 
son with the country’s condition upon its entry into World War I. 
All types of armament actually were coming from the factories in 


Cuart 8. Expenditures of the Federal Government. 
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~ December 1941; in World War I, we depended on our Allies for many 
types of finished munitions even to the end of hostilities. Expendi- 
tures for war in 1941 totaled $6.7 billions (chart 8). In December 


1941 such expenditures had reached a monthly rate of almost $2 bil- 
lions, reflecting the rapid acceleration of the defense program. Muni- 


_ tions production in that month had reached a rate of a billion dollars. 


a year (chart 9). From January 1941 to December 1941 munitions. 
production increased by approximately 225 percent. In November 
1941 2,200 planes and 5,500 plane engines were delivered. Thus plane 
production was at an annual rate of almost 25,000. Current produc- 


Cuart 9. Munitions Production Prior to Pearl Harbor. 
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had been criticized consistently for the nature and slowness of its 
administrative actions, the fact remained that the agencies destined 
to become the major war agencies had been built up. These organi- — 
zations could not spring up overnight. Men had to be persuaded to 
come to Washington and working organizations had to be developed. 
These men had to acquire or develop a perspective bigger than, their 
company or industry before they could be fully effective. The steps 
by which we reached the administrative status existing at the time of 
Pearl Harbor coincided roughly with expansions in the defense pro- 
gram which, in turn, placed different kinds of demands on the Govern- 


~ ment’s administrative system. Further, the evolution of administra- 


tive structure had been tangled with the problem of political leader- 
ship and with the Presidential problem of maintaining a balance among 
different elements and different departments within the Administra- 
tion. The broad issue of public versus military control of the Govern- 
ment repeatedly arose. Although many administrative changes were 
to be made subsequently, by December 7 a working organization had 
been established which was staffed by persons who had learned a great 
deal about how to operate and what needed to be done. This organi- 
zation could be modified readily as emerging conditions required. 

The Nation had the benefit of a year or 18 months of preparatory 
measures. ‘The advantages of this readiness, imperfect though it was, 
can perhaps be measured if one speculates on the consequences that 
might have followed had we been unable to land in Guadalcanal and 
in North Africa until late in 1943 instead of in 1942 or had we been 
unable to mount a force adequate to invade Western Europe until 
the summer of 1945 instead of 1944. 


f 


PART 


Two 


DEFENSIVE WAR 


Defensive War 


N DECEMBER 8, 1941, in an address delivered to a joint ses- ~ 
sion of the two houses of Congress, the President said: ‘Yes- 
terday, December 7, 1941—a date which will live in infamy— 

the United States of America was suddenly and deliberately attacked 
by naval and air forces of the Empire of Japan.” He related that 
even while the attack was in preparation and naval vessels in move- 
ment toward Hawaii, “the Japanese Government .. . deliberately 
sought to deceive the United States by false statements and expres- 
sions of hope for continued peace.” He reported that Japanese forces 
had also launched attacks against Malaya, Hongkong, Guam, the 
Philippine Islands, Wake Island, and Midway Island. ‘Japan has, 
therefore, undertaken a surprise offensive extending throughout the 
Pacific area.” He asked that “Congress declare that, since the un- 
provoked and dastardly attack by Japan on Sunday, December 7, 
a state of war has existed between the United States and the Japanese 
Empire.” 

The Senate, without dissent, and the House, with one member 
voting nay, resolved that 0-39/9 
_. . the state of war between the United States and the Imperial Government of 
Japan which has thus been thrust upon the United States is hereby formally dee 
clared; and the President is hereby authorized and directed to employ the entire 
naval and military forces of the United States and the resources of the Govern- 
ment to carry on war against the Imperial Government of Japan; and, to bring 
the conflict to a successful termination, all of the resources of the country are here- 
by pledged by the Congress of the United States. 

On the morning of December 11, Germany declared war against the 
United States. “The long known and the long expected,” the 
President said in his message to Congress on the same day, “has thus 
taken place. The forces endeavoring to enslave the entire world now 
are moving toward this hemisphere.”” He mentioned, in passing, that 
Italy had also declared war against the United States. The President 
requested ‘‘Congress to recognize a state of war between the United 
States and Germany and between the United States and Italy.” 
The House and the Senate acted on the same day. 

Aggression against us in the Pacific and declarations of war from 
Berlin and Rome gave an entirely different tone to domestic political 
debate as was evidenced by the Congressional discussion of our declara- 
tions of war. Those who had consistently predicted that we might 
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become victims of aggression and had ndydeated that we should pre- 
pare for the worst did not gloat. Those who had denied the likelihood 


_ of attack were the first to admit the error of their views. ‘‘The time 


for debate and controversy within America has passed,”’ one member 
of Congress declared, and many others spoke in the same tone. “The 
time for action has come. Interventionists and noninterventionists 
must cease criminations and recriminations, charges and counter- 
charges against each other, ahd present a united front behind the 
President and the Government in the conduct of the war.’ The 
Nation closed ranks. Unity of objective replaced division. To this 
outcome the prewar policy of the Administration doubtless contrib- 
uted. That policy had followed great shifts in public opinion as 
influenced by the course of events and had not been pushed so a 
as to antagonize irrevocably opposition elements. 

Although the Nation was prepared more adequately than it SP 
have been had the Government accepted the counsel of those who 
contended that the war could become no affair of ours, we were com- 
pelled to fight a defensive war for many months following the disaster 
at Pearl Harbor. The Japanese successes left our western approaches 
vulnerable and preference was given to the movement of forces to 
strengthen our defenses along the West Coast, Panama, Hawaii, and 
in Alaska. Our untenable position in the Philippines made it neces- 
sary to fight a delaying action there—Bataan fell April 9, Corregidor on 
May 6—and to concentrate our efforts in deploying forces to defend 
the route to Australia and in building up a force on that continent. 
Early in May in the Battle of the Coral Sea, Japanese movement 
toward Australia was checked, and in the next month in the battle 
near Midway heavy naval losses were inflicted on the Japanese. 

Meanwhile, forces were being sent to the British Isles to aid in 
warding off a possible cross-channel attack and American aerial at- 
tacks against the continent were inaugurated on July 4, 1942. In 
Europe the war was not going well for the United Nations. The 
Russian winter offensive in the north pushed the Nazis back from 
Moscow. In the south, however, the Germans pushed the entire 
southern end of the Russian line eastward during the summer. They 
captured Sevastopol in July and advanced into the Caucasus. In 
September the siege of Stalingrad began. In North Africa Rommel 
launched his offensive in May and drove the British into Egypt where 
they made a stand at El Alamein in July. 

While the forces at our command were being deployed to check our 
enemies until we could attack, on every phase of the home front the 
tempo of activity was speeded up and measures were undertaken bet- 
ter to adapt the Government to the requirements of war. In the 


1 Hamilton Fish, Congressional Record, vol, 87, pt. 9, Pp. 9520. 
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declaration of war, Congress had pledged ‘‘all of the resources of the 
country” to “bring the conflict to a successful termination.” The 
days of guns and butter were over. To fulfill the pledge of all of our 
resources, it was necessary to do much more than we had in the 
period of defense preparation. Our resources had to be devoted in 
large measure to munitions of war. They had to be diverted from _ 
all civilian uses save those essential to the maintenance of the civilian — 
economy as a production organization to support the fighting front. 
New factories had to be built; new sources of materials had to be © 
developed. To do all these things and others, new governmental 
organizations had to be developed; existing ones had to be reorgan- 
ized and tightened up. More effective economic controls had to be 
exerted to make sure that things essential to war were produced. 
Means had to be devised to keep within limits the dangers of inflation 
ever present in war. Systems had to be set up to assure—by ration- 
ing or otherwise—the fair distribution of scarce commodities among 
the civilian population. Arrangements for recruiting workers for 
factories producing needed items had to be improved. Ways and 
means had to be devised to keep the people informed of what the 
Government was doing and to prevent the dissemination of informa- 
tion which would give aid and comfort to the enemy. 

These and other like issues had to be dealt with during the first 9 
months of 1942. Fortunately, we did not begin the war without 
considerable administrative, as well as military, preparation. In 
large measure, it was only necessary to expand and refine the govern- 
mental machinery which had evolved since May 1940. The strain 
of total mobilization, however, required the development of some new 
governmental machinery, the establishment of new legal and ad- 
ministrative techniques, and the settlement of a series of domestic 
political issues arising chiefly from the problem of assuring an equality 
of sacrifice in meeting the pledge of our total resources. 

The chapters of Part II that follow outline broadly the major ad- 
ministrative developments of the first 10 months of 1942. In this 
period the principal adjustments required to fit the emergency govern- 
mental machinery built up before Pearl Harbor for the needs of war 
were made. The chief new agencies demanded by the conditions of 
war were established. The mobilization of national resources was 
rapidly extended toward more complete exertion of national effort. 
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followed put an end to the inhibiting doubts which beset our 

national policy and action during the preceding year. Though 
few grasped the meaning of “total war’’ even after war was declared, 
all were ready to exert every effort and to make sacrifices for eventual 
victory. There was a single national purpose as clear and dominant 
as can be found in the history of any people. 

On all sides it was recognized that war production was an extremely 
important factor in building the military power both of ourselves and 
of our allies. Even so, the President’s clarion call for 60,000 planes, 
45,000 tanks, 20,000 antiaircraft guns and 8,000,000 tons of shipping 
in the single year 1942 almost took the breath away from many war 
chieftains, industrial leaders, and production economists. ‘He set 
the sights so high indeed,” said Hanson Baldwin, the military expert 
of the New York Times, “that it will be an industrial miracle if we 
achieve these goals.”’ Baldwin thought that we might double, but 
would hardly treble, our plane production in a single year. 

In spite of the doubts and timorous counsels of practical and expert 
men, the President set our goals high, and the Nation drove forward 
as a unit for “all-out” war production. ~ 

In this the Nation already had a running start in the production, 
contracts, controls, administrative machinery, and experience of the 
defense days. At the time war was declared we were already de- 
voting about 15 percent of our industrial production to war, (chart 
11), a start of the greatest significance both in speeding the production 
build-up and in determining the administrative machinery and the 
personnel of our war administration. The gradual development of 
administrative organization and processes in the defense period per- 
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mitted a smooth change-over to war conditions. Sharper definitions 
of responsibility, broadening of authority, and renaming of existing 
agencies and officials could be accomplished without interrupting the 
acceleration of their activities. 


Immediate Administrative Adjustments 


The new drive for production under war conditions called for the 
immediate abandonment of the slow processes of debate, consultation, 
board action, and the inconclusive influence of advisory interdepart- 
mental agencies, and for the substitution of administrators with 
authority to act with dispatch, and power to command both public 
agencies and private enterprises to do their parts in the national 
effort. 

Within a few months after the outbreak of war, a series of changes 
in the war-production machinery of the Government of the United 
States was made. In some instances these changes were made by 
the President under the power he possessed to organize and reorganize 
the agencies within the Office for Emergency Management. In other 
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instances, he acted under authority granted by the First War Powers 
Act! which enabled him to reassign the functions of departments and 
agencies established by statute. The extension of this power by 
Congress permitted the accomplishment of some administrative 
changes which were overdue but had not been feasible earlier because 
_ of lack of power in the Executive to act. 

The War Production Board was created with all the President’s 
powers over industry, production, raw materials, factories, machine 
tools, priorities, allocations, and rationing. The Office of Production 
- Management and the Supply Priorities and Allocations Board were 
abolished, and their duties and personnel were transferred to WPB. 
The Army-Navy Munitions Board was ordered to report to the Presi- 
dent ‘‘through the Chairman of the WPB.” ? 

All the powers of WPB were placed in the hands of one man, Donald 
M. Nelson. The “Board” itself was purely advisory, and served to 
bring around the council table for weekly meetings the top production 
representatives of the War, Navy, and Commerce Departments, the 
Board of Economic Warfare, and the Price Administrator as well as 
a representative of the White House. 

The Office of Price Administration was placed on a statutory basis 
with power to stabilize prices, eliminate hoarding, and prevent specu- 
lation? All the powers of the OPA were assigned to the Adminis- 
trator, Leon Henderson. OPA was also given the administration of 
rationing by Donald Nelson, through WPB Directive No. 1 of January 
24, 1942. 

The War Manpower Commission came into being on April 18, 1942, 
with broad coordinating and ‘‘directive’’ powers over manpower, labor 
assignment to industry, employment and training, and all agencies of 
the Government dealing with the use of manpower in the war effort 
were placed under the Commission.* Such powers as the Commission 
had—and these did not include the right to draft, assign, or punish 
civilian workers—were entrusted to the Chairman of the WMC, Paul 
V. McNutt, “after consultation with’ an interdepartmental commis- 
sion representing War, Navy, Agriculture, Labor, War Production 
Board, National Housing Agency, Office of Defense Transportation, 
War Shipping Administration, the Civil Service Commission, and the 
Federal Security Agency. Other advisory committees were set up 
including a Management-Labor Policy Committee, a Women’s Ad- 
visory Committee. The Committee on Fair Employment Practice, 
which had been established in June 1941 to eliminate racial discrimina- 


1 Adopted by Congress, Dee. 18, 1941. 
3 Executive Order No. 9024, Jan. 16, 1942, 7 Federal Register 329; Executive Order No, 9040, Jan. 24, 1942, 


7 Federal Register 527; Executive Order No. 9125, Apr. 7, 1942, 7 Federal Register 2719. 


356 Stat. 29. 
4 Executive Order No. 9139, Apr. 18, 1942, 7 Federal Register 2919. 
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tion in employment, was a part of the WPB until July 30, 1942, when 
it was brought into WMC.* wa : 

The National War Labor Board was established on the foundations 
of the National Defense Mediation Board, on January 12, 1942.° The 
Board was made up of 12 members, 4 representing the public, 4 the 
employee, and 4 the employer and was given final jurisdiction over all 
labor disputes and over wage and salary rates except as to the 
railroads. 

The Office of Defense Transportation, the creation of which had 
been under consideration prior to Pearl Harbor, was set up under 
Joseph B. Eastman as Director to exercise the President’s powers over 
the coordination and direction of all “domestic transportation sys- 
tems.’”’7 These powers were subsequently extended to cover “all 
rubber-borne”’ civilian transportation, including the use of private 
cars.® 
. The War Shipping Administration was created on February 7, 1942, 
to operate and maintain shipping owned by the United States and to 
allocate all vessels under the United States flag or subject to United 
States control, to provide insurance, and to administer priorities in 
shipping in accordance with such schedules as might be transmitted 
by the WPB.° The Administrator was Admiral Emory S. Land. 
Lewis W. Douglas, as his deputy, handled ship utilization and 
priorities. 

The National Housing Agency was created to bring under one 
Administrator, John B. Blandford, Jr., all the housing planning, con- 
struction, management, and financing agencies of the Government and 
to supersede the Division of Defense Housing Coordination which had 
been established within the OEM.” 

The Civil Service Commission on March 15, 1942, issued regula- 
tions to facilitate the recruitment of additional personnel needed 
to man the war agencies. All new appointments became “war 
service” appointments and could be made under rules and adminis- 
trative arrangements permitting expeditious action. The action by 
the Commission was the culmination of a series of measures beginning 
in mid 1940 and was taken under broad authority delegated by the 
President." 


5 Presidential Letter of July 30, 1942. (FEPC established by Executive Order No. 8802, June 25, 1942, 
4 Federal Register 125.) 

6 Executive Order No. 9017, Jan. 12, 1942, 7 Federal Register 237. 

7 Executive Order No. 8989, Dec. 18, 1941, 6 Federal Register 6725. 

8 Executive Order No. 9156, May 2, 1942, 7 Federal Register 3349. 

§ Executive Order No. 9054, Feb. 7, 1942, 7 Federal Register 837. 

Executive Order No. 9070, Feb. 24, 1942, 7 Federal Register 1529; Executive Order No. 8632, Jan. 11, 
1941, 6 Federal Register 295. 

i! Executive Order No. 9063, Feb. 16, 1942, 7 Federal Register 1075. 
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Reorganization of the Procurement Services 


The creation of the WPB did not, as a matter of fact, shift the pro- 
curement activities from Army Ordnance, the Bureau of Ships, the 
Quartermaster, Treasury Department, the Bureau of Supplies and 
Accounts, the Navy Bureau of Ordnance, the Army Air Corps, the 
Maritime Commission, or the other independent procurement author- 
ities which were concerned with placing contracts for war materials, 
construction, and supplies. The power to take over all these activities 
was assigned to the WPB by its Executive order, but Mr. Nelson had« 
“no intention of assuming the procurement and contracting functions. 
As he said to the Truman Committee: 


I have gone even to the point of being overzealous in seeing that the contracting 
power is kept within the Army and Navy. 

We had one of two courses to take when we took this job. Many urged that 
we set up a buying organization independent of the Army and Navy. I knew, sir, 
that that would be just dead wrong and didn’t even consider it for 5 minutes, 
because it would have been impossible to have gotten the type of men that we 
wanted to come here and do that job with the contracting power without having 
subjected themselves to great criticism. So, in setting it up, we were very careful 
not to take a bit of authority away from the Army or the Navy. As a matter of 
fact, we enhanced that authority." 


It was also Mr. Nelson’s view that the effort to take over procure- 
ment in 1942 would only have slowed up production which had already 
reached a monthly total of $2.2 billion by January.” : 

To handle the procurement functions thus left with the Services, 
the Maritime Commission, the Department of Agriculture, and the 
Treasury, there was need for immediate reorganization within each 
of these agencies. 

The major reorganization was in the War Department. As part of 
the realignment of the Department in February 1942, General Brehon 
Somervell was placed in charge of the newly created Services of 
Supply, which was the title given to the basket in which were placed 
the Engineers, the Medical Corps, the Signal Corps, the Quarter- 
master, the Ordnance Department, and a number of other offices 
which were not part of the Ground Forces or the Air Forces. The 
SOS, which was later entitled the Army Service Forces, thus included 

-all the procurement functions of the Army with the exception of 
specialized aircraft procurement, which remained with the Army 
Air Forces, and the coordination and control functions of the Joint 
Army and Navy Munitions Board which, under the chairmanship of 
Ferdinand Eberstadt, represented the Under Secretary of War and 

2U, 8. Congress. Senate. Special Committee Investigating the National Defense Program. 77th 
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the Under Secretary of the Navy. Due to the partial abstinence of 
the Navy, the ANMB never moved out of the War Department, and 
was in reality an agency of General Somervell’s office. 

The reorganization of the Navy Department came on January 30, 
1942. As part of this shift, Vice Admiral S. M. Robinson was placed 
in charge of the Office of Procurement and Material and thus handled 
liaison with WPB on most procurement matters. While the Bureau 
of Ships, Bureau of Ordnance, and other major functional divisions of 
the Navy Department continued to exercise their autonomy in pro- 
curement matters, in contrast to the degree of central control imposed 
on procurement units in the War Department, Admiral Robinson did 
supply a center of leadership on Navy procurement at least in rela- 
tionships with the WPB. 

Treasury Procurement, which, in addition to the supplies needed 
by the Government of the United States for its regular services, 
bought nonagricultural and nonmunitions items for lend-lease, had 
been newly staffed and newly organized in 1940. This structure went 
into the war period with few changes except for the addition of per- 
sonnel. 

The Maritime Commission was divided into two separate organiza- 
tions to handle its work."* This division was accomplished by setting 
up the War Shipping Administration to allocate tonnage, enforce 
priorities, administer marine insurance, and procure and manage the 
American-controlled merchant marine, public and private. All con- 
struction of ships, and this included some naval craft along with the 
stupendous program of merchant shipping, remained a function of the 
Maritime Commission, and was placed under the immediate super- 
vision of Rear Admiral Vickery. Rear Admiral Land remained as 
Chairman of the Commission ard also served as Administrator of the 
War Shipping Administration, although construction, involving as 
it did both contract work and the management of the Government 
shipyards, absorbed the bulk of his time. 

The reorganization of the food-procurement program came through 
the establishment in the Department of Agiiculture of the Agricultural 
Marketing Administration which was designed to handle all lend-lease 
agricultural procurement, and to supervise the market expansion pro- 
gram, the market stabilization program, and market services and 
regulation.'* The actual procurement of lend-lease foods was through 
the Federal Surplus Commodity Corporation. 

With these changes in the procurement agencies, all of which came 
before the end of February, the Government was organized for its 
war procurement tasks. The system comprehended two elements: 


4 Executive Order No. 9054, Feb. 7, 1942, 7 Federal Register 837. 
18 Executive Order No. 9069, Feb. 23, 1942, 7 Federal Register 1409. 
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a half dozen independent procurement units which were, with the 
important exception of the Army Service Forces, also users of the 
commodities procured and a coordinating unit, the WPB, with 
authority to take over the procurement functions, and to issue 
overriding directives. 


Transition to War Production Board 


In taking over SPAB, OPM, and the new powers which went to 
make up the WPB, it was Mr. Nelson’s policy to rule gently and use 
as much of the prior personnel and machinery as possible. He feared 
‘the loss of momentum, and the delays incident to new organization 
and new men. 

In place of the Director General and Associate Director General 
of OPM, there was now a single head with all power. In place of the 
debating and resolving SPAB, all of the authority and responsibility 
went to Nelson, though most of the same people still sat as his advisors 
in the WPB. 

Personnel changes in WPB were minor except at the top. Mr. 
William S. Knudsen, though greatly handicapped by the mounting 
problems of his weak and bifurcated organization, had made a great 
contribution especially toward the expansion of facilities. He went 
to the War Department with the rank of Lieutenant General to be 
the top advisor or production. 

All of the OPM and SPAB activities were continued in WPB though 
the effort to tie labor into the operation was curtailed with the dis- 
appearance of Mr. Hillman as a codirector. He continued nominally 
to head the Labor Division, but actually dropped out of the picture. 
Mr. Hillman’s health was bad, and he soon indicated his desire to 
resign. He remained, however, until further functions were trans- 
ferred out of WPB in the creation of the WMC. At that time the 
President recognized that the assignment was no longer in keeping 
with his stature and in a telegram to Hillman at a hospital in Wash- 
ington asked him to become instead a “Special Assistant” to the 
President “in labor matters.” 

Another shift was the abandonment of Floyd Odlum’s vigorous cam- 
paign for “contract distribution.” Odlum disappeared, his elaborate 
organization was absorbed, for the time being, in other divisions of 
WPB and the papers and radio were no longer filled with his exhorta- 
tions for the enlistment of the small manufacturer in munitions pro- 
duction. 

In the shift from OPM to WPB the most important developments 
were, however, not the activities which were deemphasized or dropped, 
but the new activities which were given an organizational basis. 
These were the Requirements Committee, the Planning Committee, 
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and the pulling together in a single organization of Industry Operations 
and of Priorities. The Field Service was established, as was a Bureau 
of Government Requirements. Otherwise, the organization units 
devoted to production, purchases, civilian supply, materials, and 
statistics went on much as before. 

Under these new arrangements, the Planning Committee, under 
Robert Nathan, freed from all administrative responsibility, was 
designed to analyze what was happening, study the impact of the 
production program on the American economy, and make suggestions 
to the chairman on major policy matters. The Requirements Com- 
mittee, on the other hand, was given a more restricted and imme- 
diately practical role. It was given the task of adding up the raw 
material requirements of all the claimants, getting the requests cut 
back so that they would not exceed the supplies, and then dividing 
up the supplies, commodity by commodity, among the claimants so 
as to produce the most satisfactory total result. Each 3-month 
period was treated as a separate unit, and the effort made to allocate 
to each claimant agency enough steel to go with its copper, enough 
nickel to go with its rubber. The Requirements Committee reflected 
another step in the institutionalization of arrangements for the allo- 
cation of our total resources among competing uses. This general 
objective had been one of the dominant purposes in the creation of the 
Supply Priorities and Allocations Board. With the rapid growth of 
munitions production and the increasing pressure upon our resources, 
it was imperative that better means be found to make allocations of 
resources. The Requirements Committee, like SPAB, was plagued 
by the inadequacy of data on which to base decisions and by the inade- 
quacy of arrangements to assure that its broad decisions were executed 
in detail. 

While the Planning Committee was a small cohesive group of men 
of broad comprehension of policy problems, the Requirements Com- 
mittee was made up of representatives of the leading claimants, each 
fighting to keep the other fellow’s piece of the material pie small and 
his own big. Though the decision always rested with Mr. Nelson’s 
representative in this struggle, the lion’s share went to meet immediate 
military demands, to the undue sacrifice at times of equally good 
claims of the railroads, of housing for workers, mining machinery and 
agricultural tools, or of aid to the Allies, 

In the new WPB set-up, the materials branches, like those con- 
cerned with steel, copper, and aluminum, were part of the same broad 
organization as the Requirements Committee. They were thus re- 
sponsible for passing out the critical raw materials to the users in 
general accordance with the determinations of the Chairman of the 
Requirements Committee as certified to them. 
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The materials branches were primarily responsible also for inducing 
or forcing conservation in the use of their particular material, although 
there were also especial sections of WPB concerned with conservation 
and revision of specifications. While the WPB thus had some influ- 
ence on the simplification of specifications to make production easier, 

- the most effective work of this sort was done by civilian manufacturing 
experts who were made a part of the military procurement offices 
under the “infiltration” policy mentioned below. © : 

The demands for steel, copper, aluminum, and other materials 
came to the producers and raw material handlers through an entirely 

different channel. This demand started with the placing of contracts 

by the extremely active and independent procurement agencies—the 
Army Services Forces, the various Navy bureaus, the Maritime Com- 
mission, and Treasury Procurement. These contracts carried with 
them priorities; that is, rights to have components and materials 
ahead of anyone else who did not have an equal or higher priority 
rating. The final authority to control the issuance of priorities was 
in WPB. In order not to disturb a going system and cause delay, 
Mr. Nelson continued the priority system which had been built up 
under the Office of Production Management, and immediately author- 
ized the Army-Navy Munitions Board to assign priorities to all Army, 
Navy, Maritime, and Coast Guard procurement. These priorities 
were “extensible”; that is, any contractor who had an “A” priority 
order could place that priority on any material which he in his own 
judgment decided that he needed to do the work. All other priorities, 
including a great many secondary priorities for military end products, 
were assigned through the Priorities Division and the industry divisions 
of WPB, all of which were now placed under the supervision of Mr. 
J. S. Knowlson. The priority power was thus officially delegated 
to him. 

In the early days of WPB, manufacturers who needed priority 
assistance to get hold of steel, aluminum, valves, motors, wire, 
lumber, cement, wheelbarrows, refrigerators, paint brushes, or other 
items required for production would fill out an application explaining 
for what they needed the material or article, and on the basis of the 
rating on an approved list of the thing they were making, they would 
receive a high priority, a low priority, or no priority. Originally 
these applications, except for those handled by ANMB, all came in to 
Washington, as many as 130,000 a week during June 1942, and they 
were “processed” through the industry branches and the priority 
division, rated, and sent back to the plants and factories of America. 
Later on, a considerable part of this work was decentralized to the 
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The Impact of Unlimited Procurement 


Under the traditional American system, industry does not produce 
war munitions until there are Government orders; Government orders 
are not placed until there are appropriations; and appropriations are 
not made until requests based on estimates and supporting informa- 
tion are submitted to Congress for action. In fact, in peacetime, the 
control over the whole process centers in the appropriation by Con- 
gress. It was natural, therefore, for procurement officers not to take 
vigorous action to raise war production before appropriations were 
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available. Not only was this against the whole tradition of the past, 
but it would, if carried far enough, have been a criminal offense. 
But any restriction, real or imagined, imposed by appropriations, dis- 
appeared after the declaration of war. Appropriations were made in 
lump sums, so that appropriation language no longer limited the 
military agencies in their war activities. 

While Congress had slowed up the building of training camps only 
a few months earlier, it now acted with great dispatch. Within 6 
months, almost $100,000,000,000 was appropriated, and in the next 
4 months another $60,000,000,000 was added (chart 12). _Of these 
stupendous authorizations, the Army received $95 billion, the Navy 
$50 billion, lend-lease $5 billion, and the Maritime Commission $3.5 
billion. Never before or since, have such immense financial authoriza- 
tions been given in so short a period. 

By spring the floodgates were open. Equipped with virtually un- 
limited financial authorizations, the procurement agencies went to 
work to place their contracts with the industries of America. This 
was not too difficult. Industry was now eager to get into war work, 
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especially as the WPB materials orders and limitation orders began to 
interfere with normal production of civilian items. The services were 
equipped with high priorities, which gave the contractors confidence 
that they would be able to get the materials and components they 
required, price arrangements were generous and elastic, and the 
manufacturers were not unwilling, under pressure, to sign additional 
contracts even when their plants were already full, hoping to expand, 
or find some other method of discharging their inflated obligations. 
With this combination of circumstances, over $100 billion of contracts 
were placed in the first 6 months of 1942.1° In other words, industry 
signed up to deliver for war more than the total production of the 
American economy in the Nation’s most prosperous and productive 
prior year. At the time there were also some $20 billion of orders 
outstanding, mostly for munitions. The new orders included $68 
billion for munitions, $12.6 billions for industrial expansion, and $6.9 
billions for military construction.” 

Under this flood of war orders, a number of things were bound to 
happen, and did happen. 

First, it became utterly impossible to produce everything ordered 
at any time in any near future. It was an industrial impossibility. 
The total called for was in excess of our industrial capacity. 

Second, there was a resulting collision between the various pro- 
duction programs and between the men who were responsible for them. 
Merchant ships took steel from the Navy, and the landing craft cut 
into both. The Navy took aluminum from aircraft. Rubber took 
valves from escort vessels, from petroleum, and from the Navy. The 
pipe lines took steel from ships, new tools, and the railroads. And at 
every turn there were foreign demands to be met as well as require- 
ments for new plants. 

Third, all semblance of balance in the production program disap- 
peared because of the different rates of contracting and of production 
that resulted from the scramble to place orders. If there ever had 
been a planned balance between men, ships, tanks, planes, supplies, 
weapons, ammunition, and new facilities, and there is no evidence 
that there was, that balance disappeared in the differential time re- 
quired to develop the orders, the differential energies of the various 
procurement officers, and the differential difficulties of getting pro- 
duction out. . 

Fourth, there was terrific waste in conversion. After a tragically 
slow start, many a plant was changed over to war production when its 
normal product was more needed than its new product. Locomotive 
plants went into tank production, when locomotives were more neces- 


1s WPB, Report on Production, 1942, p. 27. 11 Jbid., Pp. 27. 
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sary—but the Tank Division did not know this. Truck plants began 
to produce airplanes, a change that caused shortages of trucks later on. 
In some cases, plants were converted at great cost of steel and copper, 
when a fraction of the precious metals involved would have brought a 
greater return at some other place in the economy. The scramble for 
a production we could not attain, brought us waste instead. 

Fifth, we built many new factories, and expanded many others, 
which we could not use and did not need. Many of these factories 
we could not supply with labor or with raw materials, or if we had, 
we would not have been able to fly the planes or shoot the ammunition 
that would have come out of them. But in the process we used up 
critical materials and manpower which might better have gone into 
something else. In the light of the tremendous contracts outstanding 
especially in the early part of 1942, however, these plants seemed 
necessary to some people, and under the system they were given high 
priorities. In most cases they were also financed by the Government. 
The result was, however, an overconcentration of contracts in the 
larger corporations and a failure to fully utilize the facilities of many 
small manufacturers whose plants could have produced “bits and 
pieces.”"* It did not escape the attention of Congress that better 
utilization of small plants could have reduced the necessary expansion 
of facilities. 

Finally, the priority system broke down because of “priority infla- 
tion.’”’ People with military contracts had the right to take more 
scarce materials and components than there were, so that a priority 
or an allocation became nothing more than a “hunting license.’ 
In other words, those who were issuing priorities did not limit their 
high-ranking authorizations within the allocations given them by the 
Requirements Committee. In fact, there was very little connection 
between the two, partly because the allocations were based on a 
quarterly time schedule, while the priorities carried no terminal date 
and were good at any time. 

Whether it would have been possible, within the time available 
by better planning of procurement to prevent the consequence af 
indiscriminate placement of contracts without delaying the advance 
of production is a complex question. The determination of the con- 
struction program for ordnance plants, for example, required not only 
that we know in what quantities and at what times a particular 
ordnance item would be needed, but also that the output rate of plants 


18 Up to December 1942, 71 percent of all war contracts had been awarded to the 100 largest contractors 
See iu this connection U. S. Congress, Senate. Keonomic Concentration and World War IT. Report of tha 
Smaller War Plants Corporation to the Special Committee to Study P i ‘ 

¢ >to S y Problems of America ine 
79th Cong., 2d sess., No. 6. aii: 

A Department of Commerce survey in the spring of 1943 indicated substantial unused capacity in the 
hands of small business firms. Survey of Current Business, July 1943, pp. 19-24; Sept. 1943, pp. 19-24 . 
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producing by new methods and on unprecedented scales be predicted. 
Control over other types of procurement would have required types 
of data, such as the usage of materials in the manufacture of particular 
items, and administrative techniques not yet developed. Whatever 
the hypothetical possibilities might have been, the general policy in 
the first few months of the war was to permit the placement of con- 


tracts until difficulties developed. Then the War Production Board 


proceeded to deal with the problems born of experience. 


Cuart 13. Productive Facility Expansion by Source of Funds. 
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Source: Civilian Production Administration (formerly War Production Board). 
Facilities 

The problem of factory construction and expansion received early 
attention. In the middle of March 1942 the Planning Committee 
reported that facilities expansion was out of balance and would run 
ahead of all possible use. In spite of control measures initiated by 
WPB, the same warning had to be repeated on May 6 and again on 
June 12. In April Order L-41 prohibited all further facilities expan- 
sion without prior WPB approval. Under this order, projects imiti- 
ated on request of the services received automatic approval. A num- 
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ber of expansions were stopped, however, like the Higgins Shipyards 
project, and a rather ineffective committee was set up to cut back all 
facilities which could not come into production by the middle of 
1943. The problem was discussed in the War Production Board 
itself, and it was generally agreed that further expansion of facilities 
was undesirable with certain exceptions designed to meet specific 
critical shortages. The chief expansions of this sort were for aviation 
gasoline and synthetic rubber. 

As a result of these efforts, there was a sharp reduction after the 


Cuart 14. Manufacturing Facility Expansion by Industry 
[Third Quarter 1940 through Second Quarter 1945.] 
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middle of 1942 in facilities expansions initiated. Six months later 
actual construction and then tooling up began to drop off as well. 
By this time we had finished building the bulk of our aircraft, ammu- 
nition, steel, aluminum, magnesium, petroleum, shipbuilding, and 
other plants, as well as our military camps and establishments and 
_wartime housing, street, water and sewer works. 

Eventually the facilities program was brought into reasonable 
balance more by material shortages, suasion, and debate than by the 
exercise of controls. 


Feasibility 


The effort to bring the total of all war production programs some- 
where within the realm of possibility was also initiated by a report of 
March 17, 1942, from the Planning Committee and the Bureau of 
Research and Statistics. After extensive discussion of the question, 
Mr. Nelson took the whole problem to the President and insisted 
that the services must review and revise their programs themselves 
to bring them into ‘do-able’ limits. 

The major difficulty at the time was steel plate. To meet this 
difficulty, the President on July 4 authorized Mr. Nelson to cut back 
the ship program in accordance with his judgment and to work out 
the details. 

Production bottlenecks became even more serious during the 
summer of 1942 when many programs were in difficulty and scores of 
production lines were closed down because of competition for com- 
ponents. The solution of the problem of keeping the production 
program within the limits of feasibility did not come until later in 1942. 


Materials Control 


The excessive demands placed on the production system in the 
early months of 1942 brought out latent weaknesses in priorities pro- 
cedures which had been adequate for a less ambitious program, These 
procedures, in a variety of forms, had the common objective of chan- 
neling the available supply of materials into the types of production 
considered most essential. The system of controls went through a 
series of trial-and-error evolutionary changes. Soon after the estab- 
lishment of WPB, its staff began a thorough investigation to devise 
more suitable methods of control to meet the requirements of large- 
scale production for war. At the outset, it inherited from the Office 
of Production Management a system of controls which, after addi- 
tional growth, included the following major elements: 


I, PROHIBITIONS 
(a) Materials orders prohibiting the use of scarce materials in 
the manufacture of given articles, such as chrome in auto trim 
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or baby carriages. About 400 of these were issued during the 
war, the bulk of them in 1942. 

(b) Limitation orders which limited or prohibited the manu- 
facture or use of specified articles except on military contracts. 
About 350 limitation orders were issued during the war, most of 
them in 1942. 

(c) Inventory limitation orders. 


II. Priorities 

Priorities were general instructions to producers and dealers 
requiring them to fill orders bearing a higher rating before they 
fill orders of a lower rating. In any industrial queue, those with 
priorities went directly to the head of the line, no matter how 
many others were there ahead of them. 

The system started in the summer of 1940, when special mili- 
tary orders were given priorities, and the Army-Navy Munitions 
Board issued a “‘critical list.”” This was extended in March 1941 
by Priority Administrative Order No. 1 issued by OPM. The 
first priorities were simply A, B, and C, each letter with 10 sub- 
divisions, which took precedence in that order. As soon as the 
A’s began to crowd each other in some factories, new systems of 
lettering came in with A-1-a, etc., and finally AA’s and AAA’s. 


III. AtLocarions 

Allocations were used as the basis of control where the entire 
supply of a commodity like copper or wood pulp was brought 
under accounting control by the War Production Board and was 
completely budgeted on a time and quantity basis, and with- 
drawals for any purpose were prohibited except in accordance 
with a WPB authorization. 


IV. AprporTIONMENT 

Apportionment was used as the basis of control where the WPB 
in effect took direct ownership of a specified commodity, like 
crude rubber, and issued the material to specific manufacturers 
as required. 


V. OrperR Boarp (Detivery) ContRoL 


In some individual factories, WPB reviewed orders on hand, 
canceled or rearranged deliveries; determined in what order 
things would be manufactured or delivered. 


VI. ScHEDULING 


In ‘‘scheduling,”” WPB worked directly with the management 
to get out required production on a timetable, arranging to have 
required material and components on hand to meet the timetable. 
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VII. OverripinG DirEcTIVES 


Specific orders to deliver a specific article or quantity of com- 
modities at or during a given time in spite of all other orders or 
controls were known as “overriding directives’. (Used for com- 
ponents for escort vessels, landing craft, to deal with unforeseen 
emergencies. ) 


VIII. InrecrRateD ContTROL 


Finally, the effort was made to limit procurements by manu- 
facturers of a selected list of critical materials to a quantity in 
balance to complete articles required on a balanced program basis. 
Seca requirements plan and later controlled materials 
plan.) 


These eight types of production controls were developed step by 
step starting with I and II and ending up with VI, VII, and VIII. 
In the end, all eight were being used side by side, or layer on layer, 
though the major emphasis shifted from priorities (II) to integrated 
control, scheduling, and, in emergencies, to overriding directives 


(VI, VII and VIII). 


Production Requirements Plan 


Under PRP, mentioned above as the first example of integrated. 
control, the effort was made to introduce a horizontal control of ma- 
terials for each plant directly by the War Production Board. Under 
PRP, each manufacturer filed a schedule of his products, showing the 
items and their priority rating, a list of critical materials used by him 
for these items and of the quantities on hand, a statement of his 
orders ahead and their priority rating, and finally, a statement of his 
material, and other requirements on a monthly basis for the immedi- 
ate future. These PRP schedules, or “books,” were filed in Washing- 
ton, where the totals required of each critical material were added up 
to see whether and how much they overran the total national available 
supply for the months ahead. This total picture was then reviewed 
by the Requirements Committee and its staff. Broad allocations 
of critical items were made by programs. On this basis, the individual 
schedules were then cut down, and the individual manufacturer given 
authority to procure so much steel, and so much aluminum, copper, or 
other materials, or so many components containing such materials, 
during the ensuing 3-month period. Under this plan, it was possible 
to relate the amounts of different commodities given each plant so that 
if copper had to be cut, a particular plant would not be given steel 
which it could not use in view of its copper cut. Also, inventories 
were taken into account on a plant basis in relation to the work of that 
plant. This Production Requirements Plan system was first de- 
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veloped and used voluntarily by a few manufacturers as early as 
December 3, 1941, under the Office of Production Management. 
When the priority system broke down in the spring of 1942, PRP was, 
on June 2 by order of the War Production Board, made mandatory 
for all metals industries (some 30,000 plants) beginning with the 
third quarter of 1942. 

There were, however, grave doubts as to the workability of the 
system both within WPB and in the services. Inasmuch as the 
system, if it succeeded, would completely supersede the vertical sys- 
tem of special military priorities elaborately built up by the Army- 
Navy Munitions Board, the opposition of the Army and the ANMB 
to the plan may have arisen from mixed motives. 

The opponents of PRP thought the system would be too complicated 
to administer, especially from a central point; that the general run of 
manufacturers could not fill out the blanks as they did not know what 
part of what metals went into which priority articles; that the manu- 
facturers of components seldom knew where their products would 
ultimately go; and that the system would get in the way of future 
changes in the war production program, or of new contracts, as the 
cutting up of the steel pie, for example, would rest on the individual 
orders already on the books of the producers when the apportionment 
was made. It was pointed out. that a producer who failed to file, or 
whose “book” was lost, would be closed down even if he was making a 
critically needed part for a Norden bombsight. 

The proponents of PRP admitted that the first few quarters would 
be far from satisfactory, but maintained that industry would soon 
learn, and would be greatly relieved to escape from the old welter of 
priority paper. As to future changes and new contracts, these would 
carry with them their own new allotments. The Production Require- 
ments Plan planned to hold back a considerable “kitty” to meet emer- 
gencies and to deal with errors, and was confident that complete ac- 
counting, a full use of excess inventories, and the development of 
balanced apportionments would gain so much material for the pro- 
grams that needed help that priority inflation would be cured, and a 
great increase in production would result. 

In any case, with the situation getting rapidly worse, and with no 
alternative in sight, Mr. Nelson decided to go ahead with PRP, and 
issued his order accordingly. 


Reorganization of War Production Board 


After the usual “honeymoon period” of public and official appro- 
bation, criticisms of WPB began to be heard. These arose chiefly 
from within WPB, from the Army, and from Congress and the Tru- 
man Committee. 
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Within WPB there was a considerable feeling of frustration. 
Businessmen within WPB “could not get decisions,” were harried by 
‘Gmpractical planners,” and by “other divisions,” and by “politicians” 
who “knew nothing about the business.” Moreover, they were 
‘Gnvestigated to death’ and “suspected.” The economists and 
career public servants were dissatisfied with the ‘resistance to con- 
_ version,” the lack of “comprehensive production plans based on 
strategy,” and the freedom of the WPB industry branches which 
enabled each one “to have its own policies and its own strategy for 
winning the war.” 

From the services, chiefly the Army, came the criticism of “bad” 
and “weak” management, blame for every procurement muddle or 
production delay, and the continual insistence that the real needs of 
the war were being sacrificed to “soft civilian desires.” 

Congressional criticism centered on slowness in conversion, pro- 
duction delays, injury to small business, kow-towing to the Army, and 
the inefficiencies and special interests of dollar-a-year men. The 
most celebrated “case” of the Congressional investigations was Mr. 
Guthrie, a businessman who resigned from WPB on March 14 be- 
cause of disagreements arising over ‘“‘the conservation of wool, the 
rate of conversion to war work of the refrigerator, radio, carpet, up- 
holstery, automobile fabric, tire cord, and nylon industries, and the 
delays in the allocation of cotton textile manufacturing capacity to 
war and essential civilian production.” ” While Mr. Nelson per- 
mitted Mr. Guthrie to resign to maintain peace in the family, the 
public excitement created was electric. The Planning Committee 
report on conversion, which in effect agreed with Mr. Guthrie on 
important matters of policy, was released to all WPB branches, almost 
as a directive; limitation orders began to pour out; and many of the 
‘business as usual” executives disappeared from the scene. Things 
moved so fast from this point on, that Mr. Nelson was able to say on 
April 21 that the conversion program would be completed by the end 
of May. 

In this connection, Mr. Nelson stated to the Truman Committee: 


I purposely set up the WPB so that there are all shades of opinioninit... I 
think we must have all shades of opinion from businessmen who are conservative, 
businessmen who are liberal, professors, economists, public servants, people of 
all kinds, because this job of conversion, this job of shutting off civilian production 
ig not an easy thing, sir, nor isit to be toyed withlightly * * * Only time will tell, 
and only history can record, whether we have been too slow or too rapid. In my 
opinion, it is about right. 

Vets Se 

2. §. Congress. Senate. Special Committee Investigating the National Defense Program. 77th 
Cong., Ist sess., Hearings on S. Res. 71, pt. 12, p. 4959. 

21 Tbid., Pp. 5083. 
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On the whole, these criticisms helped rather than hindered the 
WPB, and the resulting ‘‘exposures’’ seemed to enhance rather than 
lessen the stature of the Chairman. 

On July 4, 1942, Mr. Nelson showed to the President and secured 
his approval of the first systematic and comprehensive reorganization 
of WPB, developed in part to meet the criticism of his organization 
and in part to fit its developing work load. The organization in- 
herited from the OPM had been continued, with the modifications 
already noted. With the major push of contracting well under way 
and with measures in motion to deal with other immediate problems, 
attention could be given to the further adaptation of the organization. 

The new organization differed from the old in the following impor- 
tant particulars: 

The number of executives reporting to the Chairman of WPB was 
reduced from eight to three, not counting the eight staff agencies. 

New emphasis was given to connections with the military and with 
the international agencies in the materials and production fields. 

Far greater emphasis was placed upon the industry and materials 
branches, with the expectation that each would be the primary center 
of control within WPB for programming, and priority administra- 
tion, for the industry it represented, subject, of course, to the broad 
policy controls of the Requirements Committee and the Program 
Bureau. 

All the industry branches and the materials branches were brought 
into a single family under the Director General for Operations, to 
whom the Priorities Bureau as well as the priorities power was assigned. 
This put an end to the independent materials division, tied the materi- 
als branches in with the industry branches, and with the administra- 
tion of priorities. 

All requirements and program functions, except those of the Plan- 
ning Committee and of the Office of Civilian Supply, were brought 
together under the new post of Vice Chairman for Program Deter- 
mination. This officer, working closely with the Chairman, was to 
review all production programs, bring them within feasible limits, 
cut the critical materials pie up among the claimants in accordance 
with approved programs, and give such determinations, allocations, 
and policy instructions to the Director General for Operations as he 
might need in managing the priorities and supervising the activities 
of the industry branches, 

The Office of Deputy Chairman on Program Progress was provided 
for, designed to make a continuous critical and constructive study 
for the Chairman of all major production schedules in relation to 
programs, and of all activities of the War Production Board in rela- 
tion to the policies of the Chairman. This part of the plan, however, 
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- was never put into effect, although certain of the functions were car- 
ried on in the Office of the Chairman and in the planning and statistics 
divisions. 

At one time it had been planned to place the Planning Committee 
and the Office of Civilian Supply in the program set-up, and the 
Statistics Bureau in the program progress office. Mr. Nelson de- 
‘cided, however, after discussion with the heads of the three agencies 
that they should continue to report directly to him. 

The position of labor in the WPB was considerably strengthened 
by the creation of a Labor Advisory Committee attached to the 
Labor Production Division, and the establishment of labor advisors 
from the Labor Production Division to serve in and work with each 
of the more important industry divisions. 

The reorganization plan as thus prepared was based on the Chair- 
man’s own experience in the Office of Production Management and the 
War Production Board. The technical work was entrusted to the 
WPB Office of Organizational Planning. An advisory committee of 
business executives reviewed and approved the outlines of the plan. 
The Bureau of the Budget, though approving the plan, saw three 
weaknesses: 

(1) the failure to combine both programming and operations under 
a single deputy to the Chairman, (2) the too great adjustment of the 
plan to fit individuals, and (3) the failure to make a larger place for 
labor. 

The plan as a whole was, however, well received by the staff of 
WPB, and the country, and went into operation gradually. 


Field Organization 


A field organization with about 100 district offices grouped under 
14 regional headquarters had been set up under OPM, and was con- 
tinued and expanded under WPB. This field organization had 4,000 
employees in August 1942 when its structure was redefined under the 
new organization of WPB. These employees were primarily engaged 
in explaining WPB regulations and forms to the businessmen ,\of 
America, “processing” their papers, helping them to make out appli- 
cations for materials, establish contacts with procurement representa- 
tives, break production bottlenecks, solve technical problems, and to 
secure contracts or subcontracts, or machinery or money and thus 
to get into war production. The field offices made surveys of open 
capacity in factories, took part in the conservation programs, looked 
for unused inventories, aided the scrap iron and aluminum drives,” 
set up the local Labor-Management Committees, aided in the prepara- 


2 The scrap rubber drive was initiated by the Petroleum Coordinator, working through the gasoline 
distributors. 
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tion of appeals, and issued local publicity to speed up production. 
They were also one of the channels between the producers and Wash- 
ington, performing services for the manufacturers, and gathering 
information for Washington. Many contacts were direct, however, 
especially in the case of the big corporations who had their representa- 
tives in Washington. Until early in 1943, when field offices were 
authorized to make priority decision up to specified limits, virtually 
all decisions were made in Washington, and the field was, in fact, an 
advisory and service agency without power. 

Within WPB in Washington, the field organization did have a single 
point of contact through an Office of Field Operations under the Vice 
Chairman for Operations. The field operation was a waif through 
1942, however, having little or no part in top management counsels, 
and finding itself continually confronted with new decisions, programs, 
and regulations which were often first heard of in the field through the 
newspapers. Certain of the divisions of WPB in Washington, more- 
over, were inclined to send out their own experts into the field to handle 
their own contacts direct. This was perhaps natural under the cir- 
cumstances, because the organization was new, the men did not know 
each other, and the central divisions wanted technical work done pre- 
cisely as they directed wichout interference or “coordination” with 
overlapping programs. This frustration was greatly increased by 
the striking difference in organizational structure in Washington as 
compared with the field. Operations in Washington were set up 
largely on an industry and commodity basis, with some functional 
staff services or program units; the field was set up with operations 
on a functional basis of its own geared somewhat to the programs. As 
a result, in the early days, a Washington operations branch chief had 
no opposite number to look to in the field, and an engineer in the field 
had a dozen conflicting demands on his time from as many adminis- 
trative units at Washington. 

The fine accomplishment of the field organization in these days is 
more a tribute to the quality and spirit of the men engaged in the 
work than in the soundness of its structure or supervision. 


Appeals and Enforcement 


An important feature of the War Production Board as it developed 
was the establishment of the Appeals Division, under Arthur N. Hol- 
combe, which reported to the program Vice Chairman, and had juris- 
diction over all individual appeals from manifest hardship cases 
arising under the application of WPB orders by field representatives 
or branch chiefs in Washington. The Appeals Board took testimony, 
heard the arguments of aggrieved businessmen, labor leaders, their 
attorneys and Congressmen and local political officers, as well as the 
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- technicians of WPB, and rendered decisions which were, as a matter 
of policy, never overruled by Chairman Nelson, though they fre- 
‘quently amounted to individual amendments of administrative de- 
terminations or of general rules. 

_ No doubt in part because of the existence of this impartial safety 
valve, and in part because of the eagerness of most industrialists to 
do what they were told was for the best interests of the country, the 
general problem of enforcement of WPB regulations was not too seri- 
ous. A few test cases were successfully carried through the courts by 
the General Counsel, John Lord O’Brian, who was completely re- 
sponsible for all legal work both in Washington and in the field, having 
stipulated from the first that no lawyers could be appointed in WPB 
except by him and in his department. 

Under this system, enforcement was largely administrative and 
persuasive and appeals were handled by an impartial tribunal within 

WPB rather than through the courts. 


Operating Policies of WPB 


The War Production Board took over from the Office of Production 
Management or developed a number of operating policies of consid- 
erable importance. These related especially to the priority power, 
the limitation of its own scope, the use of other agencies, dollar-a-year 
men, industry committees, labor, and the civilian economy. 

Though it is difficult to do justice to these policies in limited space, 
a brief comment on each is required. 

From the very first, Mr. Nelson maintained that “the priority 
power is indivisible.” He repeatedly fought to prevent any other 
agency of the Government from being given the right to determine who 
should have, and when they should have, any materials, machines, 
factories, or components. In this fight, he was in the main victorious 
though several agencies ultimately acquired the power of allotment 
within totals set by the WPB and thus subject to its control on major 
and over-all allocations. 

Another important policy of the WPB was the limitation of its own 
scope. The orders defining the powers of WPB were extremely broad. 
They covered the entire economy. Nonetheless, it was the Chair- 
man’s policy not to exercise or develop those powers unless they 
controlled production to the needs of war. Illustrations of such self- 
limitation are found in WPB cooperation in developing both the 
War Food Administration and the War Manpower Commission 
despite the fact that these agencies cut directly into WPB operations. 
Similarly in the international field, WPB made no effort to occupy the 
primary position, though the power was there. 
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The War Production Board was also eager to make use of other 
agencies as far as possible. The Chairman left procurement to the 
former procurement agencies as has been explained above; and as 
part of this policy encouraged the transfer of WPB’s ablest procure- 
ment men to the procurement offices where they were generally ab- 
sorbed. 

This WPB policy, of relinquishing control of its staff members to 
the procurement agencies, came under the scrutiny of the Truman 
Committee, which leaned strongly toward the view that all procure- 
ment was a business function and must be under the control of business- 
men, not career military men. Mr. Nelson insisted that this had been 
achieved under his policy, and that the civilians whom he had sent 
from WPB and the business world to the Army and the Navy had 
done and were doing for the services exactly what the Congress was 
after. While the Truman Committee was never satisfied, Mr. Nel- 
son stuck to his guns, and continued to leave the procurement fune- 
tion, the making of specifications and the contracts, entirely in the 
hands of the services, strengthened as they were by the addition of 
many men of outstanding experience from the business world and 
from WPB. 

The War Production Board delegated the review of defense con- 
tracts to the Joint Army and Navy Munitions Board. On March 
10, 1942, WPB delegated the whole system of military priorities to 
the ANMB, though this soon brought on an inflation and collapse of 
the system. WPB delegated the enforcement of consumer rationing 
to the Office of Price Administration, and assisted the War Manpower 
Commission to develop its controls over manpower, although man- 
power factors eventually became a major element in the strategy of 
industrial production. 

The greatest resignation of power by WPB, however, was its 
readiness to let the grand outlines of the production program be de- 
termined by the services without their development of firm, compre- 
hensive, or balanced programs related to military strategy or industrial 
feasibility. Mr. Nelson found that neither the Army nor the Navy 
had comprehensive plans, and he decided that to demand them would 
only slow up the war effort. The War Production Board knew little 
about the strategy considerations. Apparently this was also true 
of the procurement officers, who let landing craft fall disastrously be- 
hind at a crucial period, while they were pushing for other things 
which used up the steel. When Mr. Nelson found that the failure of 
the military to plan or to keep reasonably within the productive 
capacity of American industry was leading to a dangerous situation, 
he called for a show-down, for the limitation of facilities construction, 
for the cut-back of contract authorizations, and established in the Con- 
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trolled Materials Plan a substitute for the priorities system, which 
tied together the allocation for critical materials and the “tickets” 


issued against the allocation. This is described in a later chapter. 


He also set up definite scheduling in the factories under WPB control 
for many of the critical items like airplanes, motors, valves, and even 


_ certain types of ships. But in working all this out, WPB left it en- 


tirely up to the services to make their own cut-backs and their own 
distribution of priorities within those reduced programs. 

The problem of dollar-a-year men came up early in Mr. Nelson’s 
administration. On January 28, 1942, 2 weeks after taking over the 
WPB, he told the Truman Committee, whose January 15 report de- 
manding a single head for war production and criticizing dollar-a-year 
men was just out, that he could not possibly organize war production 
without the dollar-a-year men furnished to the Government by in- 
dustry. He also stated that no man from an industry would be per- 
mitted to make a decision involving his own company, and that the 
head of no industry division or branch would come directly from that 
industry. While this policy did serve to protect the WPB from 
letting each industry run its own affairs to suit itself, and flout the 
public interest, it meant that many an industry branch was under 
the direction or nominal direction of a man who knew little or nothing 
about the industry or its important elements and personalities. 

A somewhat similar problem arose in setting up industry advisory 
committees. These were established for every major industry, with 
over 750 before the end. In order to guard against antitrust suits 
and to protect the integrity of WPB, the OPM policy of regarding 
these committees as purely advisory was reaffirmed and strengthened. 
In addition, the members paid their own expenses, were given no 
confidential information or decisions, and were carefully selected to 
represent all sections, sizes, and levels of the business.“ Paid em- 
ployees of trade associations were excluded. Under these policies, 
private industrial and business associations were not used by WPB to 
assist in mobilizing war production. This same policy was followed 
throughout the Government with two exceptions: the Office of Defense 
Transportation which relied on the organized railroad industry to run 
the railroads; and the Petroleum Administration for War which relied 
on the organized petroleum industry to run the oil industry. 

The labor policy of WPB was a mixture from the first. The Chair- 
man clearly wanted to bring labor into the operation although he had 
difficulty in discovering a satisfactory method, Particularly difficult 
was the question of the responsibilities of these men. Should they 
serve as “representatives” of Labor, or should they perform functions 
for the Government in the manner in which business men were sup- 
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posed to operate? He set up a Labor Division, followed this by at- 
taching labor advisors to the industry branches, and trying to put 
men suggested by organized labor in certain administrative posts. 
Working with labor, he set up the Labor-Management Committee 
program to increase labor-management cooperation throughout the 
country. Finally, under pressure from CIO, he set up two labor vice 
chairmen, one to deal with manpower (Clinton Golden), and one to 
deal with labor and production (Joseph Keenan). In spite of these 
moves by the Chairman, the rank and file of WPB manifested no 
desire to work with labor, and the labor representatives felt that 
they were ‘“‘on the outside looking in.’”’ The Chairman’s efforts were 
greatly impeded because labor leaders, like corporate general managers 
and presidents, wanted high posts and titles, and, unlike men from 
industry, were not able to free themselves full time and work con- 
tinuously until they became part of a working team, although there 
were a few exceptions. 

War Production Board policies on the civilian economy were con- 
sistent from first to last. The Chairman was convinced that the 
highest levels of industrial production come only from an economy 
that is well supplied with machinery, repair parts, power, and trans- 
port facilities, homes for workers, water, sewers, and utilities, and a 
generous standard of necessities. And within limits, he was deter- 
mined to let each man determine those necessities for himself. Mr. 
Nelson was always far ahead of the industry branches of his organiza- 
tion in pushing for conversion of the metals industries to war produc- 
tion, although he never went as far as some of his economists. He 
was always in opposition to the Army on short-sighted restrictions of 
steel for the railroads, for agricultural machinery, and for industrial 
spare parts. To help him watch the course of events and to protect 
these and other aspects of the civilian economy, the Chairman main- 
tained and listened to a separate organization, the Office of Civilian 
Supply, which operated under Leon Henderson and Joseph Wiener 
during the period under review. This organization was maintained 
intact in spite of its paltry direct accomplishments, its continual 
friction with the Requirements Committee, with the industry divi- 
sions, and with the Army—this being its chief accomplishment—and 
the questions of the Bureau of the Budget as to whether the agency 
was still necessary. 

It was recognized, however, that the Office of Civilian Supply 
although it had no program of civilian requirements in those dave 
was the foremost proponent of speedy conversion and all-out war 
production and the most effective critic within the WPB of special 
interests and special industries. ; 

The end result of Mr. Nelson’s program for civilian consumption 
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may be summarized as follows: We stopped making most kinds of 
_ durable goods, like autos and washing machines and ordinary housing 
and made our old equipment do; we maintained or slightly increased 
the production of food, clothing, repair and maintenance items, 
although far less than the consumers would have gladly bought with 
their greatly increased earnings. As a result, those who wanted to 
buy new cars and houses could not get them, and those who formerly 
had plenty of choice foods, shoes, clothing, and service, found they 
had to share them with others who under full employment had the 
money to buy. 


The Army and the Economy 


As shown by the Industrial Mobilization Plan, it was the doctrine 
of the Army that the military should take direct control of all elements 
of the economy needed for war, once war was declared. Under 
“total” war, this would include total control of the Nation, its man- 
power, its facilities, its economy. Starting with this simple and 
“logical” concept, and being absolutely certain from 1939 on that 
war was coming, it was natural that the generals and colonels and 
majors, even those drawn from civilian life, were dissatisfied with the 
President’s slow approach to war mobilization and with his reliance 
upon civilian personnel in all of the posts which were concerned with 
labor, industry, public opinion, and the economy. In spite of these 
decisions by the President, the Army never gave up the effort to 
increase its control in these areas. 

In December 1941, when OPM and SPAB were approaching their 
end, the Secretary of War, the Secretary of the Navy, and the two 
military chiefs of staff sent the President a strong proposal calling for 
the creation of a new top priorities committee which would eliminate 
most of the civilians, especially those who were sending materials to 
our allies abroad and to neutral nations, and would substitute com- 
plete control by the military. When this suggestion fell by the way- 
side with the creation of WPB after the declaration of war, General 
Somervell found time to prepare an elaborate plan for the organization 
of WPB which would have placed complete control of WPB and of the 
economy under the Joint Chiefs of Staff. This was sent to Mr. Nel- 
son on May 15, 1942. In rejecting the central idea, Mr. Nelson wrote 
a long and closely reasoned letter which said ‘The battle for produc- 
tion is the primary responsibility of the Chairman of the War Produc- 
tion Board in much the same sense that the military battles are the 
primary responsibility of the military chiefs.” 

When the effort to take over the WPB failed, the Army decided 
not to disband the Joint Army and Navy Munitions Board, which had 
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always been considered as an interim organization, slated for absorp- 
tion by an over-all agency like WPB, but to keep the agency to 
champion the requirements of the services against the civilians. The 
Army also suggested that Mr. Nelson take over aggressive and effi- 
cient Mr. Ferdinand Eberstadt who was the chairman of the ANMB 
as his deputy in charge of WPB operations. When Mr. Nelson did 
not take General Somervell’s advice on the July 4 reorganization of 
WPB, however, Mr. Eberstadt declined the appointment because the 
Requirements Committee and the program functions were not de- 
signed to be under him, but were independent of and above the post 
of Director General of Operations which was offered him. 

The inability of the Army and the Navy to make any comprehen- 
sive, consistent, balanced, or reasonably stable plans, coupled with 
the tremendous advance contracting in the spring and summer of 
1942, and the unrestrained use of the priority powers delegated by 
WPB to the ANMB, intensified the Army’s and Navy’s difficulties 
with civilian control, and civilian difficulties with the Army and the 
Navy. The Army seems to have made many complaints on produc- 
tion delays to the President, a few of which were relayed to WPB in 
one form or another. On several occasions, the Army secured letters 
from the President so directing WPB as to limit its controls and to 
expand the powers of the ANMB. An illustration is a letter of May 1, 
1942, under which the Army sought not only to assume control over a 
new system of high military priorities through the ANMB but also 
the right to review and reject any granting of similar top priorities to 
other than military items. 

Though this right of review was rejected by WPB, the matter was 
in dispute for many months, and the ANMB so handled its new high- 
ranking priority system, established im June in accordance with the 
President’s letter, that the production of many essential but non- 
military items, like locomotives and freight cars, and even some mari- 
time items was seriously upset for a time. 

The relation of military operations to war production was not 
understood in 1942. Memoranda were written severally by advisors 
of the Secretary of War, of the Director of the Bureau of the Budget, 
and of the Chairman of the War Production Board all insisting that 
production schedules must rest on military strategy, and that any 
other method of approach was indefensible and wasteful. The mili- 
tary concluded from this approach that the economy must be con- 
trolled by the military, because strategy could not be confided to 
civilians, and many a priority argument was closed by junior officers 
with hints of strategy considerations which could not be disclosed. 
The civilian advisors, however, argued that the civilian tops of the 
WPB must not only be informed on strategy, but that they must par- 
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ticipate in its final formulation, because strategy must rest in part on 
production possibilities. The futility of the argument at the time was 
not disclosed until General Marshall, in his epochal report of June 30, 
1945, indicated that the major strategy of the war was still under dis- 
cussion until the middle of August 1942, when the invasion of Africa 
was determined upon. In fact, it was not until May 1943 that the 
plan of invading Northern Europe “was translated into firm com- 
mitments’”.2t In other words, the whole production build-up of 
1941 and 1942 was not, and could not be, based on strategy, because 
strategy was inevitably being constrained by our enemies and by the 
plight of our Allies. We were manufacturing munitions “for the 
shelf,” for equipping armies and squadrons, and not for specific opera- 
tions the strength and date of which could be forecast even by the 
chiefs of staff. 
Allied Cooperation 


An important war production development of 1942 was the estab- 
lishment of a series of cooperative international agencies designed to 
bring about a quicker and more economical use of the combined re- 
sources of the major Allies. These agencies were: 


The Munitions Assignments Board, which had the power to 
determine to what nations munitions should be dispatched as 
they came from the factory. 

The Combined Shipping Adjustment Board with units in Wash- 
ington and London, which served as bases for the exchange of 
information on shipping allocations within the United States 
and United Kingdom shipping pools. 

The Combined Raw Materials Board, which conferred on the 
raw material resources and needs of the world under the control 
of the Allies, and developed a working arrangement for their 
international apportionment. 

The Combined Food Board, which conferred on the food re- 
sources and needs of the world and developed a working arrange- 
ment for their international apportionment. 

The Combined Production and Resources Board, which conferred 
on the war production needs, resources, and problems of the Allies 
and developed working arrangements for the better use of certain 
resources and facilities. 


These five boards working in the field of munitions, shipping, re- 
sources, and war production were balanced in the military field by 
the combined Chiefs of Staff, the creation of which was announced 
by Mr. Churchill on January 27, 1942. The first three boards above 


#4 U.S. General Staff. General Marshall’s Report: The Winning of the War in Europe and the Pacific. 
Washington, D. C., G. P. O., 1945, p. 10. 
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were announced the previous day in Washington, while the two latter 
boards were established on June 9, when Mr. Lyttleton, the British 
Minister of Production, was in Washington. 

The structure of these boards is of interest in international affairs. 
Except for the Munitions Assignments Board, the board members 
in each case were made up of the responsible United States and 
United Kingdom administrators in a given field and there was a single 
staff for each board made up of alternate United States and United 
Kingdom experts. In theory at any rate, when a combined board 
sat, deliberated, and reached a decision, which by nature had to be 
unanimous, each member of the board could move back to his own 
office and carry out his end of the agreement reached. 

Soon after the creation of the boards, Canada was brought into 
the Food and Raw Materials Boards. The U.S. S. R. never joined, 
but secured its goods under “‘protocols,’’ which were signed from time 
to time. 

The experience with these boards frequently demonstrated to the 
American members the admirable nature of the staff work and the 
excellent coordination of the policy lines available to the British mem- 
bers. The British members and staffs were seldom, if ever, unin- 
formed on recent top-side decisions, and never in pursuit of contradic- 
tory major policies. The British, moreover, appeared to be ‘ac- 
quainted with major military strategy and programs of which*our 
members, including the military, were often innocent. 


* * * & x 


The United States production build-up which commenced with ‘the 
attack on Pearl Harbor and extended through the summer of 1942 
was one of the great accomplishments of the war, and one of the major 
elements in making possible the offensives which§brought the final 
victory. 

Up until Pearl Harbor, the monthly rate of increase in war pro- 
duction and construction had been not over $100 million a month. 
For December this was raised to $440 million, and from that point on 
each month showed a gain over the prior month of something like 
$400 million for a period of 9 months, when the rate was markedly re- 
duced for a time. For the period under review, war production per 
month arose from less than $1.5 billion to almost $5 billion, and the 
percentage of the economy engaged in war production rose from 15 
percent to about 33 percent, a stupendous shift-over of the American 
economy within a period of less than a year. 

This result was accomplished by national unity and determination 
high production goals, unlimited authorizations by Congress, and ins 
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gradual evolution of the War Production Board, with its controls of 
materials, components, and other aspects of industry. 

During this period, the new facilities for production and military 
purposes were in the main completed, although the control of facilities 
was inadequate, and considerable waste was incurred. 

The major part of war production came, however, from the con- 
version of nonwar industries to war production. Although the change- 
over was delayed by “business as usual” pressures, conversion was 
completed about as fast as the procurement officers could get orders 
in shape. 

When war production began to absorb some 20 percent of the total 
economy, simple priorities proved no longer adequate as a protection 
of military requirements. From this point on, the various war 
programs came into sharper competition with each other, and controls 
had to be devised over facilities, machine tools, steel, aluminum, cop- 
per, other materials, and components. Even with these controls 
bottlenecks could not be avoided, and efforts were initiated to estab 
lish integrated production control. 

In the creation of the War Production Board, all power over pro- 
curement, except for food, and over production and industry were 
placed in the hands of a single administrator responsible to the 
President alone. Procurement—the making of the contracts for 
production—was delegated to the armed services, the Maritime 
Commission, and other procuring agencies, however; and the WPB 
endeavored to control the size of the procurement program and 
through a series of controls over the use of materials to manage the 
economy. During this period, no controls over manpower were used. 

The structure of WPB followed this philosophy, and placed its 
emphasis on planning, the balancing of requirements for materials, 
and upon the operations of its industry and materials branches. 

While certain policies were under continual fire by the Army, and 
various sins of omission were brought to light, especially by the 
Truman Committee, on the whole the War Production Board held the 
respect of industry and the confidence of the American people, as 
the nation pushed forward successfully to meet the ambitious produc- 
tion goals set by the President. 


CHAPTER 
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Transporting the Goods 


EGARDING the transportation problems of a many-front war, 
President Roosevelt said in his radio address of February 23, 
1942: 

The broad oceans which have been heralded in the past as our protection from 
attack have become endless battlefields on which we are constantly being chal- 
lenged by our enemies. 

We must all understand and face the hard fact that our job now is to fight at 
distances which extend all the way around the globe. 

We fight at these vast distances because that is where our enemies are. Until 
our flow of supplies gives us clear superiority we must keep on striking our enemies 
wherever and whenever we can meet them, even if, for a while, we have to yield 
ground... 

We must fight at these vast distances to protect our supply lines and our lines 
of communication with our Allies—protect these lines from the enemies who are 
bending every ounce of their strength, striving against time, to cut them. 

Our entrance into the war intensified the race between the United 
Nations’ merchant shipbuilding program and the Axis submarines, 
surface raiders, and long-range bombers; it magnified the problems 
involved in allocating shipping space; and it brought many new 
domestic transportation problems. Our transportation resources had 
to be mobilized for all-out war. Close coordination had to be estab- 
lished between shipping needs, ship construction, ship utilization, 
and movement of men and materials to war factories, training camps, 
and ports. The defense period had failed to produce these coor- 


dinating mechanisms. 


Shipbuilding 


Allied sinkings were particularly heavy in Atlantic waters. Because 
of a deficiency of escort vessels, the United States Navy was not 
135 


136 The United States at War 


prepared to perform an adequte job of convoying. For some months 
the fate of the war hung in the balance. The total Allied ship tonnage 
sunk was larger than that built. At the time of Pearl Harbor, the 
United Nations had 45,000,000 deadweight tons of shipping of which 
12,000,000 tons were under United States control. During 1941 the 
Axis powers sank 3,100,000 tons of United Nations’ shipping and in 
1942 three times as much. Further losses would imperil Allied life 
lines. The American Navy had to increase the number of anti- 
submarine vessels and put into operation new techniques for reducing 
sinkings, and the Maritime Commission had to stimulate the ship- 
building industry to perform miracles of ship construction. 

The war needs of the United Nations for merchant shipping were 
beyond anything the world had previously known. Military supply 
to combat theaters around the world required water transportation 
over vast distances for men and material. In addition, there were 
the needs of our Allies for food, materials, and munitions. As Admiral 
Land, Chairman of the United States Maritime Commission, put it: 
“There is no limit to the need for ships in a total, global war.” ! 

Under arrangements made by President Roosevelt with Prime 
Minister Churchill shortly after Pearl Harbor, the task of building 
merchant vessels fell largely to the United States, while the British 
yards constructed British naval vessels.? 

Since mass construction of oceangoing ships requires many months 
of careful preparation, the United States benefited from the foresight 
in having started before Pearl Harbor both long-range and emergency 
ship-construction programs. No other type of defense construction 
takes so long to get under way. The year following the passage of 
the Merchant Marine Act of 1936, the United States Maritime Com- 
mission inaugurated a long-range shipbuilding program calling for 
construction of 50 high-speed standard merchant ships a year for 
10 years. These ships were to have up-to-date turbines and gears 
and to be equipped with the most modern loading devices. Their 
construction was subsidized and fixed-sum contracts were used in 
letting the bids. Following the fall of France in July 1940, this 
program was stepped up to 200 ships a year. Events moved swiftly 
and these plans soon proved inadequate for the assumed needs of 
national defense. Great Britain was in danger of falling if aid were 
not forthcoming. The standard ships took too long to construct 
and their main propulsive engines were of the type needed also by 
the Navy. 

The National Defense Advisory Commission recognized the need 
for an emergency shipbuilding program and on July 2, 1940, persuaded 


1U. S. Congress, House. Committee on Appropriations Independent Offices Appropri i 
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- Rear Admiral Land, Chairman of the Maritime Commission, to 
assume, in addition to his regular duties, the directorship of a newly 
created Shipbuilding Section of its Production Division. Admiral 
Land and William S. Knudsen of the Advisory Commission recom- 
mended to the President the mass production of a simple-design 
emergency steel cargo vessel called the Liberty ship and unofficially 
named the ‘Ugly Duckling.” The plans for this ship were adapted 
from a British tramp-steamer type and called for the older triple- 
expansion reciprocating engine, steam-driven winches, and other 
auxiliary equipment no longer used on standard ships or naval vessels. 
Its speed was slow, 11 knots, and its cargo capacity about 10,000 
-dead-weight tons. Elimination of refinements found on standard 
vessels made it possible to use prefabrication and subassembly 
methods. After some experimentation, full use was also made of 
welding instead of riveting. To build a welded ship would require 
less steel, fewer trained shipyard workers, and less time. 

On December 28, 1940, the President allocated $500,000 in cash 
and $36,000,000 in contract authorization from his emergency fund to 
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enable the Maritime Commission to start work on the new program. 

Congressional approval for construction of 200 Liberty ships followed 
in an act passed on February 6, 1941, which included authority to 
negotiate construction contracts without competitive bidding and to 
adjust outstanding construction contracts.2 The authority to nego- 
tiate contracts meant that the Commission could use a cost-plus-a-fee 
contract in place of a fixed-sum contract. At the hearing on this 
legislation, several Congressmen raised objections to the cost-plus 
system which had led to abuses in World War I. Admiral Land 
explained that in view of rising and uncertain costs for labor and 
materials, it was not possible to get shipbuilding companies to make 
fixed-sum bids for emergency ship construction. He contended that 
the negotiated contract was the only type of procedure that could be 
utilized to procure emergency ships quickly under existing conditions 
of pressing need and congestion of facilities. 

In order to transport the increasing volume of strategic materials 
and lend-lease aid, later appropriation acts passed in March, August, 
October, and December increased the program to 1,200 vessels of 
approximately 13,000,000 dead-weight tons. 

To carry out its emergency ship construction program, the Maritime 
Commission had to create almost a complete new shipbuilding indus- 
try because existing yards had prior commitments either to the 
Commission itself or to the Navy. Admiral Land recommended that 
the number of new shipyards be kept to a minimum so as to reduce 
the requirements for overhead management. In line with this recom- 
mendation, the Advisory Commission proposed to the President on 
December 27, 1940, the expansion of shipbuilding facilities in four 
localities. Within four months, the number of new shipyards proposed 
for the emergency program was increased from four to nine. They 
were financed by the Maritime Commission. By October 15, con- 
tracts had been let in 19 different yards for 131 new shipways, of 
which 107 were for the emergency program and 24 for the long-range 
program. 

While at first the Maritime Commission left procurement of mate- 
rials for constructing shipyards and ships to a single private com- 
pany, it found itself drawn into procurement through the need to 
furnish expediting assistance. Enlarged shipbuilding programs of 
both the Navy and the Maritime Commission encountered shortages 
of machine tools, steel, propulsion machinery, and valves. The 
reluctance of the steel industry to expand, the slowness of the Office 
of Production Management in pushing this expansion, failure of the 
armed services and the Maritime Commission to anticipate clearly 
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their needs for steel and components, and the rivalry between programs 
contributed to these shortages. 

The Maritime Commission had to face keen competition from the 
armed services in procuring materials for shipbuilding. It was not 
until the spring of 1941 that the Commission was given representation 
on the Priorities Committee of the Army and Navy Munitions 


Board. Shortly after this, the Director of Priorities of the Office of 


Production Management gave merchant shipbuilding priority parity 
with the Army and Navy. In spite of this parity, the Commission 
was at a disadvantage as compared with the Navy which had started 
_ its program earlier and which enjoyed greater prestige among manu- 
facturers. The Commission did not obtain mandatory priorities 
until August 1941. 

From July 1, 1940, to December 31, 1941, some 136 merchant ships 
aggregating 1,551,000 deadweight tons were delivered. While this 
was an impressive achievement, it was less than had been scheduled 
and was far short of war needs. The War Production Board Planning 
Committee reported in June 1942 that failure of ship completions to 
meet schedules was due to inadequate steel deliveries, slow develop- 
ment of production in new yards, failure of older yards to accept new 
standards of speed, inadequate production of propulsion machinery, 
and conversion of merchant ships to naval categories. It recom- 
mended coordination of production planning, procurement, and allo- 
cations of all agencies securing ships materials; placing of Government 
representatives in plants of major suppliers to deal with distribution 
of steel plates, and a larger staff for the Maritime Commission.* 

Of the ambitious Liberty ship program, only seven ships were com- 
pleted during 1941 and five of these were for the British. But the 
necessary groundwork had been laid for vast increases in shipbuilding 
which was to reach its peak in a year and a half. 

After Pearl Harbor, the shipbuilding program was progressively 
advanced to meet growing needs arising out of greater demands for 
aid and increasing sinkings by German submarines. In his address to 
Congress of January 6, 1942, the President said that he had ordered 
immediate steps to be taken “to increase our production rate of mer- 
chant ships so rapidly that in this year, 1942, we shall build 8,000,000 
deadweight tons as compared with a 1941 production of 1,100,000. 
We shall continue that increase so that next year, 1943, we shall 
build 10,000,000 tons.” A month later, another 6,000,000 dead- 
weight tons were added to the program and by June 30, 1942, a 
further directive had been given the Maritime Commission to add 

4 WPB, Digest of Minutes, June 30, 1942, p. 42. In January Admiral Land reported to Mr. Knudsen 
that delays were caused by (1) lack of steel, (2) strikes, (3) late delivery of cranes in new shipyards, (4) 


failure of valve manufacturers to produce valves and fittings, (5) late delivery of turbines and gears for stan d 
ard ships, and (6) failures in main ship machinery delivery. 
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another 3,000,000 deadweight tons. These additions brought the 
total program for the calendar year 1943 to 19,000,000 deadweight 
tons. 

The achievement of this unprecedented merchant shipbuilding 
program was to involve the solution of difficult management, man- 
power, and materials problems. 

The appropriations acts granting contract authority to the Maritime 
Commission were only the first step. It was up to the Commission 
to work out the terms of the shipbuilding contracts and find reliable 
companies to accept them. The contracts for the Liberty ships were 
of the cost-plus-base-fee type under which the contractor received a 
base fee subject, within maximum and minimum limits, to a bonus 
or penalty for delivery ahead of or behind contract delivery date, and 
with bonus or penalty for man-hour record below or above an agreed 
standard. Such contracts were made possible by emergency legisla- 
tion which gave the Commission authority to negotiate construction 
contracts without competitive bidding. The Commission insisted 
that the cost-plus-base-fee contract which placed a high premium on 
speed and volume of construction was necessary to fulfill its obliga- 
tions. 

Analyses of comparative performance by individual yards awarded 
contracts showed marked variations in efficiency. The best yards 
building Liberty vessels showed a production record for all deliveries 
during their operating history, of from two to three times that of the 
poorest yards.” Further detailed analysis of yard showings on Liberty 
ships in production time, man-hours, and cost per ship, for equivalent 
construction experience, indicated similar wide variations. In gen- 
eral, good management meant good performance records. Low per- 
formance records and management shortcomings were in part the 
result of cost-plus-base-fee contract terms which permitted the yard 
operator an assured net return regardless of total production cost, 
which was borne by the Federal Government. Profits were earned 
almost entirely for management, with relatively small contractor in- 
vestment, and, in addition, allowed costs included very high executive 
salaries in many yards. In a few cases the Truman Committee dis- 
covered what it thought was “rapacity, greed, fraud, and negligence’’ 
and it referred these findings to the Department of Justice for ap- 
propriate action.’ In addition, the Truman Committee recommended 
renegotiation of fee contracts with several companies which had poor 
production records. 


In shipbuilding such manpower problems as recruitment, training, 


5 As measured by average lightweight tons per way-month, that is, the actual weight of the ship without 
cargo, fuel, or stores. 


$ Senate Report No. 10, pt. 16, 78th Cong., 2d sess., p. 271. 
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_ Cuart 16. Ship Deliveries under U.S. Maritime Commission Program. 
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wage stabilization, and turn-over were similar to those in other fields 
of war production which are discussed elsewhere. 

Of peculiar importance in shipbuilding was the training function. 
Before the defense period more than one-half of the shipyard workers 
were skilled and the length of apprenticeship was from 3 to 4 years. 
More than 90 percent of the workers recruited in 1942 had to be 
trained for the jobs they were to perform. 

During 1942 the merchant shipbuilding program was delayed at 
times by shortages of steel and of such components as gears, turbines, 
engines, and valves. After December 17, 1941, the Army and Navy 
Munitions Board no longer granted merchant vessels an equal priority 
with naval construction. Since the total supply of steel at the time 
was below the total requirements, the Maritime Commission as a 
claimant for the shipyards was in an unfavorable position. Appeals 
were made by the Commission to the Army and Navy Munitions 
Board for equal status, but no change was made despite the judgment 
of Admiral King that there was little use in producing all the materials 
of war unless we could transport them abroad. The launching and 
completion of merchant ships were repeatedly delayed by inadequate 
and tardy deliveries of steel plates and propulsion machinery.’ The 
contract with the Higgins Company for the construction of Liberty 
ships was canceled because of a lack of steel. 

The weak priority position of the Maritime Commission was partly 
the result of inadequate representation on the Army and Navy 
Munitions Board. Representatives of the Commission were out- 
voted by representatives of the Army and Navy. Within the War 
Production Board, the Planning Committee protested against the 
inferior priorities of the Maritime Commission and urged the Ship- 
building Division to adopt more energetic measures in aiding the 
Commission. The unequal priority treatment meant that aircraft 
escort carriers being constructed by the Maritime Commission carried 
a lower priority than similar Navy construction and that the Navy 
could set back the delivery of needed components for merchant ships 
by placing orders in plants booked solidly with Maritime orders. So 
serious did the situation become in the summer of 1942 when Congress 
authorized naval construction in excess of the President’s program, 
that the President looked into the matter personally and directed 
Donald Nelson, Secretary Knox, and Admiral Land to confer and 
“settle the matter.” At the conference, it was decided to prosecute 
both the Maritime Commission and Navy programs as scheduled. 
The deficit in steel plate would be borne by other programs which 
would be reviewed by the Joint Chiefs of Staff. 

During the first 9 months after Pearl Harbor, the deliveries 


of new 
1’ WPB, Minutes, Feb, 17, 1942, and Feb. 23, 1942, 
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ships were behind schedule and they failed to offset Allied losses. 
The United Nations Merchant fleet fell to a low point of 43,000,000 
tons in August. Lack of shipping was a major limiting factor in the 
prosecution of the war. 

Shipbuilding problems, however, were bene solved. The curve 
of ship deliveries was rising rapidly. In September a turning point 
-was reached. During the calendar year 1942 the President’s goal of 
8,000,000 tons, set in January, was met (chart 16). American ship- 
yards shattered all established shipbuilding records. Whereas in 
1941, the average time taken to deliver a Liberty ship had been 355 
days, by the end of 1942 the average was reduced to 56 days and the 
Oregon Shipbuilding Corporation, one of the Henry J. Kaiser com- 
panies, had completed a ship in the record time of 14 days. 


Allocating Shipping Space 


As the United Nations’ supply of vessel tonnage diminished and 
the demand for cargo space rose, efficient use of available shipping 
facilities became a matter of major importance. Within a month 
after Pearl Harbor, shipping demands outweighed the available supply 
by better than 2 to 1. The issues involved in the use of ships were of 
-a top policy character; i. e., the fulfillment of the Russian protocol, 
the support of the British campaign, the reinforcement of the Philip- 
pine area and Australia, and the movement of troops to various bases, 
as well as to England. Normal commercial practices were entirely 
inadequate to meet these demands. It would have been the height 
of folly for Government agencies to bid against each other for shipping 
space and thus skyrocket shipping costs. Furthermore, the shipping 
companies could not afford to take war risks and they might refuse to 
handle the most urgent cargoes. Proper allocation of shipping ton- 
nage required Government coordination by a system of priority ratings 
for cargoes. The Government had to determine the cargoes to be 
moved both in the import and export trades, to coordinate the two, 
to determine the ports to be used, and to route the traffic. 

Import and export control, shipping control, cargo control, and 
port control were the chief tools available to insure the best use of 
shipping to bring strategic materials to this country and to carry 
munitions and supplies to our Allies where they were needed most. 
Cargo control meant determining the type of commodity which 
would move in the available shipping space and the order of priority 
in which such commodities would move. Shipping control or opera- 
tions control called for the scheduling, routing, and loading of mer- 
chant vessels so as to guarantee their maximum utilization. Port 
control called for the close coordination between shipping, storage, 
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and domestic transportation facilities. The right cargoes had to be 
available for outgoing vessels, and proper arrangements had to be 
made to handle incoming cargoes. Steps had to be taken to avoid 
port congestion. At the same time, there had to be enough surplus 
goods in storage at the ports so that the ships could be promptly and 
correctly loaded. 

Cargo, operations, and port control had to be closely related, but 
at the time of Pearl Harbor these controls were scattered among a 
number of old-line and emergency agencies. Definite answers had 
not been given to a number of administrative questions. Should 
transportation and war production be controlled by the same agency? 
What should be the relationship between shipping priorities and 
materials priorities administration? Should the armed forces have 
their own ships? Should the armed forces have the final word as to 
the use of shipping? Should ocean shipping and domestic transporta- 
tion be controlled by the same agency? What should be the relation- 
ship between the American shipping pool and the Allied shipping 
pool? Within 3 months answers were given to most of these questions. 
The answers had their roots in events which preceded the actual out- 
break of war. 

When the emergency shipbuilding program was started, a number 
of leading Government officials discussed ship-operation problems with 
the President. On January 15, 1941, Secretary Hull urged the Presi- 
dent to make some provision for establishing priorities on shipping 
in order to expedite acquisition of critical materials. Shortly after 
this, Admiral Land, supported by Secretary Jones and others, recom- 
mended to the President that the Chairman of the Maritime Commis- 
sion be named by Executive order as Director of Ocean Shipping with 
instructions to utilize the Maritime Commission and its staff in deal- 
ing with all problems of ocean transportation. At the same time, 
Admiral Land pointed out that there were “no existing statutory 
provisions adequate to devise and implement control of shipping 
facilities in foreign commerce; i. e., priorities of space and shipments, 
routes, discharging facilities, and storage tonnage,” and he indicated 
a willingness to submit a draft of such legislation. 

The Attorney General and the Bureau of the Budget investigated 
the proposal to establish a Division of Ocean Shipping Management 
in the Office of Production Management and reported to the President 
that it was not “legally or administratively feasible.” It was pointed 
out that under existing laws the powers vested in the Maritime Com- 
mission could not be transferred by Executive order, that there was 
no statutory authority in existence for directing the movement of 
ships, except as the Commission operated its own ships or exercised 
certain indirect controls, that control over ship movements should 


Transporting the Goods 145 


_ not be vested in OPM while that office was concerned with the import 

of defense materials, that there were other important elements in 
shipping policy, that the proposed Executive order illustrated the 
immediate need for a Division of Defense Economics which would 
consider shipping policy as one device for controlling trade, and that 
an administrative order might designate the Chairman of the Mari- 
_ time Commission as an aide of the President on shipping matters. 

Instead of an Executive order, the President, on February 10, 1941, 
requested Admiral Land, with the assistance of other Government 
departments involved, to take proper steps to secure the maximum 
utilization of our merchant tonnage. He said: “I particularly request 
you to give all assistance and cooperation to the Office of Production 
Management in expediting the shipping of materials which are 
essential to our production program.”*® The President thus specifi- 
cally mentioned that the Maritime Commission should cooperate 
with OPM in working out shipping priorities. 

To carry out the President’s directive, the Maritime Commission 
established a Division of Emergency Shipping on February 28, 1941. 
This Division was charged with supervising all emergency shipping 
problems and maintaining liaison with the War, Navy, and State 
Departments, the Office of Production Management, the Rubber and 
Metals Reserve Corporations of the Reconstruction Finance Corpora- 
tion, and other governmental departments and agencies with respect 
to emergency activities of ship transportation. It also supervised 
negotiation of sales, charters, transfers, reallocations, reassignment, 
and acquisition of vessel tonnage. A small staff was recruited from 
the shipping industry. In the beginning the Division had no field 
staff and conducted business on an informal basis with no systematic 
record keeping and no analysis of performance. It asked the various 
shipping companies to cooperate in the defense effort on a voluntary 
basis. Some companies refused to substitute defense cargoes for 
more profitable nondefense cargoes. 

In handling export cargoes, the Maritime Commission was guided 
by demands of the Army, Navy, lend-lease authorities, Coordinator 
of Inter-American Affairs, British Purchasing Commission, and private 
shippers. Especially important were the lend-lease requests following 
the President’s directive in April that at least 2 million tons of ship- 
ping be obtained to aid the British. Much of this shipping was 
secured on the basis of informal negotiations with interested shipping 
companies and was put into service on the Red Sea route to aid the 
British in their Mediterranean campaign. The British signed the 
contracts but payments came out of lend-lease funds. Subsequent 


8 National Defense Advisory Commission, Defense, Feb. 18, 1941, vol. 2, p. 9. 
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investigations showed that the companies found the contracts highly 
profitable. One operator, for instance, obtained a net return for a 
voyage which was nearly six times the return for operation of the 
same vessel in the intercoastal trade in 1940 for a similar period of 
time.® 

On the import side, the President directed the Maritime Commis- 
sion to cooperate with the Office of Production Management on cargo 
priorities. OPM was concerned with shipping, since it allocated 
critical materials upon their delivery into this country. Beginning 
in April, it sent to the Commission brief lists of priorities for materials 
which it was trying to stock pile. In June it established a Shipping 
Liaison Section to present systematic priorities to the Commission 
for essential imports. At the request of the Commission, the priority 
lists were cleared with other agencies by the Shipping Priorities Ad- 
visory Committee, which included representatives of the Commission, 
the State Department, the Federal Loan Agency, the Office of Price 
Administration and Civilian Supply, the Department of Agriculture, 
the Office of the Coordinator of Inter-American Affairs, and OPM. 
W. Y. Elliott, the Chief of the Shipping Liaison Section and the 
Secretary of the Committee, became the driving force behind the 
import priorities work. 

As the Shipping Priorities Advisory Committee broadened its expe- 
rience, it saw the need for coordinating its activities with the stock- 
pilmg work of the Reconstruction Finance Corporation. A second 
informal committee, called the Cargo Clearance Committee, was 
created to deal with stock-piling problems. This committee, also 
known as the Clayton Committee, from its chairman, William Clay- 
ton, included representatives of the Maritime Commission, the Recon- 
struction Finance Corporation, the Department of State, and from 
time to time other agencies. 

The relative responsibilities of the Office of Production Manage- 
ment and the Maritime Commission for import priorities were the 
subject of prolonged negotiations. OPM contended that priority 
powers were indivisible, but Congress in the Ship Warrants Act, 
approved July 14, 1941, gave the Commission authority to provide 
for priorities in transportation by merchant vessels in the interests 
of national defense. The law was similar to a British law which had 
been found effective in controlling neutral shipping. Warrants issued 


®The Red Sea charters were made between the shipping companies anc 
Transport in April 1941, on the basis of rates approved by the Maritime Commission. As later events 
showed, the risks were not as great as anticipated. The Commission requested the bonipanie’ to ema toa 
voluntary do nward revision of rates. U, 8. Congress. House. Committee on Merchant Marine and 
Fisheries. Fed Sea Space Charter Rates. Hearings .. . 78th Cong., Ist Sess., on H. Res. 52, p. 243. Th 
Commission was criticized for not requisitioning the ships in 1941 after it was given the powsrspineqaicitien: 


U.S. Congress. House. Committee on Appropriations. Jndej 1 i iali 
g ‘ dependent Offices A i 
Hearings . . . 78th Cong., 2d sess., Dp. 754-757. : BONES Sa enters 
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by the Commission entitled ships to priorities in the use of facilities 
of loading, discharging or storage of cargoes, fueling, drydocking, and 
‘repairing in American ports. To secure a warrant, the ship company 
had to agree to the Commission’s conditions regarding voyages, 
cargoes and rates."° OPM was not mentioned in the law but the 
President in a letter of August 26 asked Admiral Land to use OPM 
as a channel for schedules of shipping priorities. The Executive order 
establishing the Supply Priorities and Allocations Board, issued 2 
days later, further strengthened the position of OPM in dealing with 
the Commission regarding shipping priorities." 

Differences arose between the Maritime Commission and the Office 
of Production Management regarding the administration of the legis- 
lation and Presidential directives on shipping priorities. Mr. Elliott 
and his group in OPM kept pressing the Commission for greater per- 
formance in picking up foreign cargoes on the import priorities list. 
The Commission took the position that the Priorities Advisory Com- 
mittee could advise but not direct the Commission regarding what 
should be imported. The Committee, which was guided by Mr. 
Elliott, found it difficult to obtain the information it needed to operate. 
It found unsatisfactory the figures collected by the Commission and 
other agencies regarding goods available abroad and actual imports. 
It also took exception to the Commission’s reluctance to interfere 
with the shipment of profitable nonessential cargoes. It urged the 
Commission to use its powers to increase the importation of low-rate 
high-priority cargoes. 

The declaration of war found the United States unprepared to 
meet the greatly increased demands placed upon its ocean shipping. 
The War and Navy Departments began to press their claims for ship- 
ping as against those of the Lend-Lease Administration. With plans 
being discussed for expeditionary forces to Africa, Britain, and 
Australia, it was evident that military developments would put a 
tremendous strain on shipping facilities which were already inadequate 
for our rearmament needs and for delivery of lend-lease aid. 

The situation was rendered more difficult by uncertainties about 
who was to be responsible for shipping and how such responsibilities 
were to be administered. In addition to the questions regarding the 
role of the Office of Production Management, the Maritime Commis- 

-sion, and the Economic Defense Board in cargo control, there was the 
question regarding the divided direction of shipping. Both the Army 
and the Navy had expanded their own merchant fleet operations by 
purchase and by charter. 

The bulk of the American foreign fleet still operated under private 


10 §5 Stat. 591. ; 
11 Executive Order No, 8875, Aug. 28, 1941, 6 Federal Register 4481, 
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control, subject only to mild restraints exercised by the Division of 
Emergency Shipping of the Maritime Commission. Scarcely any use 
had been made as yet of the powers under the Ship Warrants Act 
and the requisitioning sections of the Merchant Marine Act. During 
the defense period many American vessels had been sold or transferred 
to foreign registry in order to get around provisions of the Neutrality 
Act. Repeal of the restrictive provisions on shipping in this act in 
November, and the declaration of war in December brought the entire 
American Merchant Marine into United Nations war service without 
the necessity of change of registry. 

At the outbreak of war, imperfect coordination existed between the 
American and British shipping authorities. Informal working rela- 
tionships had been established between the two countries but there 
was no machinery for settlement of disagreements. While there was 
a mutual exchange of information as to records and cargoes, each 
country maintained responsibility for the operation of its own facil- 
ities. 

Proposals to establish an agency to handle both import and export 
problems were rejected because of interagency disagreements. On 
December 17, 1941, the President asked William L. Batt, Director of 
the Materials Division of OPM, to organize an interdepartmental 
conference on raw materials. Mr. Batt assumed that his control of 
raw materials necessarily involved responsibility for control of ship- 
ping. Henry Wallace and Milo Perkins of the Board of Economic 
Warfare were not willing to accept this assumption. On the other 
hand, the agencies dealing with stockpiling and shipping problems were 
opposed to granting the Board of Economic Warfare exclusive control 
over cargo. Another important development was the foreseeable de- 
mand by the Army and Navy for increased diversion of shipping. 
The execution of the plans for sending and convoying expeditionary 
forces to Africa, Great Britain, and Australia would place a tre- 
mendous strain on shipping facilities. 

Recognizing the need for action, President Roosevelt established 
on December 8, 1941, the Strategic Shipping Board by the following 
letter: 

This Board will be composed of the Chairman of the Maritime Commission, 
the Chief of Staff, the Chief of Naval Operations, and Mr. Harry Hopkins. It 
should establish policies for and plan the allocation of merchant shipping to meet 


military and civilian requirements, and coordinate these activities of the War and 
Navy Departments and the Maritime Commission. Operations should remain 
in the hands of existing organizations. 

The Board should consult with representatives of the OLLA and other agencies 
of the Government responsible for processing or planning the procurement, 
production, import and export of defense articles and materials. Representatives 


of the governments receiving assistance under the Lend-Lease Act should likewise 
be consulted. 
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The Strategic Shipping Board soon encountered difficulties which 
made it clear that a more systematic organization was necessary. 


Secretaries Stimson and Knox in a joint letter to the President on 


January 13, 1942, pointed out some limitations of the Board. In 
the first place, the power of decision lay with the Board rather than a 


single person. Since no Executive organization could be established 


under the directive of the Board, the members of the Board delegated . 
action to subordinates who were members of existing organizations 
having conflicting interests. Actual control of private shipping was 
not vested in the Board and control of shipping in the hands of the 


-armed services remained in those organizations. Control in the field 


was divided and existing private shipping agencies were uncoordinated. 
For these reasons, Secretaries Stimson and Knox urged the President 
to establish a Central Shipping Administration with Admiral Land 
as Administrator. 

With their letter, the Secretaries submitted a draft of an Executive 
order which provided for control by a new agency of all oceangoing 
vessels of the United States with certain exceptions, for the transfer 
of functions concerned with maritime affairs from other Government 
departments to the new agency under the provisions of the War 
Powers Act, and for allocation of vessels in compliance with the joint 
decisions of the Secretary of War and the Secretary of the Navy. 
Admiral Land objected to the provision in the proposed order placing 
him under the control of the military authorities, since it allowed him 
no discretion in carrying out Presidential and other high nonmilitary 
directives for allocating ships. Harry Hopkins opposed the same 
clause since he thought it would not result in sufficient consideration 
to lend-lease. The Maritime Commission prepared a draft of an 
order to meet this and other objections. 

President Roosevelt submitted both drafts of the proposed order 
to the Director of the Bureau of the Budget for further consideration. 
After long and difficult negotiations, the Bureau of the Budget worked 
out a new draft which embodied the essential features of the Maritime 
Commission proposal. This draft failed to receive the approval of 
the War Department. In a memorandum of February 5, 1942, to 
the President the Director of the Bureau of the Budget said: 

The attached Executive order establishes a War Shipping Administration in the 
Office for Emergency Management. This order has been prepared in the Bureau 


of the Budget and represents a reworking of drafts which were submitted: (a) 
Jointly by the Army and Navy and (6) by the Chairman of the Maritime Com- 
mission. 

The functions, duties, and powers now vested in the Maritime Commission, 
with respect to ship allocation and operation are transferred to the War Shipping 
Administration under authority of the First War Powers Act. The Administrator 
is authorized to allocate and control the operation and use of all ocean vessels 
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under the flag or control of the United States, except combatant vessels of the 
Army and Navy, fleet auxiliaries of the Navy and transports owned by the 
Army and Navy. 

The order has been cleared with and approved by Secretary Knox and Admiral 
Land. I also understand that Harry Hopkins is strongly in favor of this draft 
as now presented. However, Secretary Stimson has requested that the Army 
and Navy be given greater control over the decisions of the Administrator in 
allocating vessels by inserting language which would require that the allocations of 
the Administrator comply with “strategic military requirements as determined by 
the joint decision of the War and Navy Departments.” Both Admiral Land 
and Harry Hopkins feel that this sentence so weakens the position of the Admin- 
istrator that an order including such a provision would be ineffective. We concur 
in the view of Land and Hopkins and thus recommend that you sign the order as 
submitted. 


The President took the view that the war being waged was global 
in character and that the closest cooperation with our Allies was 
needed. This he thought could be better achieved by establishing a 
civilian agency in charge of all shipping which would give proper 
weight to lend-lease. American military control of shipping would 
tend to slight the imperative demands of Russia, Great Britain, and 
China. The President signed the proposed order creating the War 
Shipping Administration on February 7, 1942.% Two days later 
Admiral Land, still retaining his chairmanship of the Maritime 
Commission, was appointed Administrator of the new agency. 

The responsibility of the War Shipping Administration under the 
Executive order extended to all phases of shipping including purchase 
or requisition of vessels for its own use or use of the Army, Navy, 
or other Government agencies; the repairing, arming, and degaussing 
of vessels controlled by War Shipping Administration and Allied 
vessels under Lend-Lease provision; conversion of vessels to troop 
transports, hospital ships, and to other special purposes; providing 
ship personnel; operating, loading, discharging and general control 
of the movement of these ships; administering of marine and war risk 
insurance laws and funds; and control of terminal and port facilities, 
forwarding and related matters. 

Creation of a new war agency to exercise these functions had a 
number of advantages. Emergency shipping powers which had been 
vested in the Maritime Commission were now concentrated in a 
single individual. The new agency would be free from the restraints 
in the Merchant Marine Act regarding the recruitment of personnel 
from the shipping industry. This act prohibited the hiring of people 
from the shipping industry on a dollar-a-year basis. WSA was not 


bound by these provisions and made a general practice of hiring men 
from the industry. 


12 Executive Order No. 9054, Feb. 7, 1942, 7 Federal Register 837. 
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The executive order authorized the Administrator to allocate ship- 
ping within the limits of “strategic military requirements,’ as he 


- interpreted them. In arranging for imports, he was to be guided by 


schedules transmitted from the War Production Board. The exact 
relations between ocean and coastwise shipping were left to negotia- 


_ tions between the Administrator and the Director of the Office of 


Defense Transportation. 

The order designated the Administrator to represent the United 
States Government in dealing with the British Ministry of War 
Transport in matters relating to the use of shipping. On January 26, 


_ 1942, while negotiations regarding the Executive order were still in 


process, the President announced prospective formation of the Com- 
bined Shipping Adjustment Board. Actually, two boards were es- 
tablished, one in Washington and the other in London. While in 
principle the shipping resources of the two countries were pooled, in 
practice each country directed its own shipping. The British repre- 
sentative in Washington did not have power to commit the British 
shipping pool. Such decisions could only be made by the British 
Ministry of War Transport in London. Similarly, the American 
member on the London Board could not commit the United States pool. 
The allocation of American shipping was in the hands of the War 
Shipping Administration in Washington. In 1942 the British pool 
was two and a half times larger than the American pool, but as the 
American shipbuilding program got under way this ratio changed in 
favor of the American pool. 

The elaborate plans made by the British representative in Wash- 
ington, Sir Arthur Salter, for the staffing of the Combined Shipping 
Adjustment Board did not materialize. In practice, the Board made 
a general review of the utilization of vessels in an effort to discover 
ways of saving tonnage through the elimination of duplication and 
the prevention of cross-hauling. Its findings were purely advisory. 
In addition to holding formal meetings, British and American repre- 
sentatives carried on many confidential and informal negotiations. 
To the American representatives, the Board was a disappointment 
because it did not provide a joint shipping pool. Efforts within the 
War Department to enlarge and strengthen the Board came to 
naught. 

One of the main problems facing the War Shipping Administration 
was the lack of an accurate record of where United Nations ships 
were, what they were doing, and to what extent they could be assigned 
to other purposes. To remedy inadequacies of shipping data, Admiral 
Land appointed as his adviser Lewis W. Douglas, insurance executive 
and former Director of the Bureau of the Budget, who had been 
brought to Washington by Harry Hopkins to assist in lend-lease 


~ 
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activities. Mr. Douglas found lend-lease and shipping problems 
inseparable. His job with the War Shipping Administration was to 
prepare a picture of the American shipping situation and to establish 
the basic statistical and reporting procedures which would make 
possible current appraisals of the shipping operations. This work 
was slow in getting under way because Mr. Douglas at first had no 
control over the operating divisions of War Shipping Administration. 
In a report of April 25, 1942, to the President on wartime transporta- 
tion, the Liaison Officer for Emergency Management said: 

The general administration of WSA is thus marked by an almost complete 
lack of planning and effective management. Problems directly affecting the 
Nation’s survival are being met on a day-to-day basis without adequate informa- 
tion for proper decisions. This has resulted in needless waste in the past and 
the waste will continue until effective management methods are instituted. 
* * * At the moment, some of the information essential to proper allocation and 
efficient management of our shipping is beginning to be assembled. This has 
come about since the appointment of Mr. Lewis Douglas as Chief Adviser of WSA. 

In May Mr. Douglas was appointed Deputy Administrator for 
vessel utilization and planning and this gave him the needed control 
over operations. By fall marked improvement had been made in the 
statistical picture and advance planning was under way. Lack of 
cooperation on the part of the Navy, however, was still a handicap 
in compiling information about ships. 

In allocating shipping tonnage, Mr. Douglas stated that Presiden- 
tial directives were given first priority. For instance, the President 
made shipping to meet the Russian protocol a first priority and this 
was carried out at the expense of the Red Sea operations. After the 
President’s instructions, requests from the military authorities came 
next, then lend-lease orders, and finally civilian requirements. In 
practice, Mr. Douglas, after consultation with the agencies concerned, 
made the day-to-day decisions on allocations. In performing this 
function WSA was subjected to continual pressure from agencies 
interested in securing greater allocations. Dissatisfaction with Mr. 
Douglas’ decisions led in some cases to attempts to have them set 
aside by higher authority. In an effort to alleviate this pressure, he 
sought directives from top military and civilian officials in making 
the most vital decisions. 

In early 1942 the Army attempted to gain control of all inland and 
off-shore transportation. After a series of conferences, a compromise 
was reached under which representatives of the War Department, 
War Shipping Administration, Office of Defense Transportation, and 
the British Ministry of War Transport were to sitasa Daily Operations 
Committee controlling the movement of both inland and off-shore 
transportation. On June 13, 1942, an agreement was signed by the 
Army Transport Service and War Shipping Administration covering 
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_ the interdepartmental relationship between the Army and WSA so 
as to form a basis for full and complete cooperation in connection with 
_ the purchase, charter, use, and operation of vessels and terminal 
facilities. On imports the War Production Board continued to fur- 
nish priority lists and the Board of Economic Warfare was the key 
_ agency on exports not under the control of military authorities or 
lend-lease. 

Active participation by the United States in the war necessitated 
total Government control of all oceangoing tonnage. On April 18, 
1942, the WSA issued an order making all American owned or con- 
trolled ships subject to requisition. It proceeded at once to take 
over either actual title or the unlimited right of use of all privately 
owned oceangoing vessels within our jurisdiction. Private ship com- 
panies became operating agents for the Government. Elaborate 
legal and accounting arrangements were necessary to take care of 
acquisition costs, charter rates, operating costs, stevedoring contracts, 
repairs contracts, and insurance rates. Regarding problems en- 
countered by the Administration in getting under way, the Truman 
Committee reported: 

The War Shipping Administration candidly admits that many difficulties have 
been encountered in the loading and handling of ships and that many blunders 
were made, especially in the earlier months. This was to be expected because 
of the transition that had to be made from peacetime cargoes handled by private 
merchants to war cargoes of different types handled by Government agencies. 
The frankness of the War Shipping Administration in admitting and hastening 
to correct its mistakes presents a refreshing contrast to the attitude of some war 
agencies.}8 


One of the most serious problems in connection with effective 
operation of American ocean ships was that of providing the necessary 
seamen and officers. During the early months of our war effort, 
sailings of many ships were delayed because of inadequate crews. 
An interdepartmental committee composed of representatives of the 
State and Justice Departments and the War Shipping Administration 
analyzed these problems. Recruiting and training of merchant sea- 
men had been a function of the Maritime Commission, which had 
delegated the actual operation of schools to the Coast Guard. On 
the recommendation of the Bureau of the Budget, which had made a 
study of maritime training and related problems, the President issued 
on February 22, 1942, an Executive order transferring training to the 
United States Coast Guard. Recruitment functions left with the 
Commission were transferred to the War Shipping Administration, 
which established a Recruitment and Manning Organization to 


13 Senate Report No. 10, pt. 16, 78th Cong., 2d sess., p. 281. 
“4 Executive Order No. 9083, Feb. 28, 1942, 7 Federal Register 1609. 
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create and operate pools of American seamen in a few principal ports. 
There was no question about the responsibility of the War Shipping 
Administration for manning vessels in the sense of hiring a specific 
man for a specific voyage. 

Admiral Land and his associates were never reconciled to the trans- 
fer of the training function to the Coast Guard. They continued to 
agitate for the return of this program to their jurisdiction. Maritime 
unions, fearing militarization of the merchant fleet, supported the 
position of the War Shipping Administration. As a result, the Presi- 
dent signed on July 11, 1942, an Executive order transferring the 
training functions from the Coast Guard to War Shipping Administra- 
tion. Cooperative arrangements were developed between the 
United States Employment Service and the Recruitment and Man- 
ning Organization for the registration of seamen. In the actual hiring 
of seamen, union hiring halls were used in accordance with collective 
bargaining agreements. Individual discipline cases continued to be 
handled by the Coast Guard. 

During the first 9 months of the war, many improvements were 
made in the ocean shipping situation. Establishment of the War 
Shipping Administration hastened the leasing and acquisition of ships 
by the Government so that they could be employed more effectively 
for war transport. The Maritime Commission was left free to concen- 
trate on shipbuilding. Shipping was converted from a “business as 
usual”’ to an all-out war basis. American shipping was not monopo- 
lized by the Armed Services but was devoted to the needs of all the 
Allies. Close relations were established with the British shipping pool. 
Vast improvements were made in the procedures for maintaining cur- 
rent information on the location of ships and cargoes. Sailing delays 
due to manpower shortages were practically eliminated. 

Maximum utilization of shipping in the American pool, however, was 
not achieved during this period. This was especially true of the ships 
under the control of the Army and the Navy. The War Shipping 
Administration order did not unify control over all American-con- 
trolled ships and it contained no ready-made formula for solving 
shipping space allocation problems. Friction still existed between 
War Shipping Administration, War Production Board, Lend-Lease 
Administration, Foreign Economic Administration, and the armed 
services over requirements, exchanges of information, loading methods 
and the general problems of shipping and cargo control. As the War 
Shipping Administra tion gained experience and the size of the Ameri- 
can shipping pool increased, these frictions interfered less and less 
with the job of delivering the greatest quantity of war goods ever 
moved in history. 


16 Executive Order No. 9198, July 11, 1942, 7 Federal Register 5383. 
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Domestic Transportation 


Ocean transportation shortages were felt by our Allies first. Domes- 
tic transportation shortages soon affected the lives of every man, 
woman and child in the United States. The swift advance of the 
Japanese on the rubber-producing areas, sinking of coastal vessels— 
especially tankers, growing shortage of gasoline on the eastern sea- 
board, orders stopping the manufacture of motor vehicles for civilian 
use, manpower shortages in the transportation field, curtailment of 
civilian air traffic, growing obsolescence of railway equipment, and 
rationing of tires, automobiles, and gasoline brought home to all the 
transport dislocations of a many-front war. 
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Domestic transportation requirements at the time of Pearl Harbor 
were much heavier than at the time of the declaration of war in 1917. 
The armed forces were larger, ports on all our seacoasts were used 
for the shipping of men and materials, war industries involved more 
displacement of population and greater freight tonnages, coastal ship- 
ping was more successfully attacked by the enemy, and the railroads 
had less equipment with which to meet the emergency. Since coast- 
wise and intercoastal shipping was subject to attack by the enemy and 
to requisition by the Armed Forces and War Shipping Administration, 
it practically disappeared during 1942. This meant a greatly increased 
burden upon the railroads. 

Particularly threatening to inland transportation was the enemy 
action against petroleum tankers. Normally the eastern States con- 
sumed approximately 1,500,000 barrels of petroleum or petroleum prod- 
ucts daily and of this supply about 95 percent moved by tankers from 
the southwestern oil fields and refineries (chart 17). By May this sup- 
ply had been more than cut in half. The long tanker haul from the Gulf 


- of Mexico had to be given up because escort vessels could not be spared 


from convoy duty in the Atlantic and Pacific. Steel, manufacturing 
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facilities, and labor could not be immediately diverted to the manu- 
facture of railroad tank cars, barges, and pipe lines without disrupting 
the flow of supplies to the Pacific and to our Allies fighting the Nazis. 
If we were to prosecute the war successfully and conserve our limited 
supply of rubber, it was not possible to consume oil and gasoline at 
home in the quantities to which we had become accustomed. 

Another major question which faced the country in these fateful 
days was whether our transportation resources were adequate for 
total warfare. There were differences of opinion among the experts 
regarding the capacity of our transport. Some contended that we had 
a surplus of transportation capacity, while others held that there 
were serious shortages and a danger of a general break-down of the 
war machinery on that account. 

Prior to the war there existed no machinery capable of dealing with 
the domestic transportation system as a whole. The Association of 
American Railroads had certain voluntary controls over car supply 
and movements. The Interstate Commerce Commission had broad 
emergency powers which might have been used to promote a more 
economical flow of railway traffic and a more efficient distribution of 
cars. But the Commission was not in a position to require advance 
preparation to meet defense needs. Besides, as an 11-member quasi- 
judicial regulatory body, the Commission was not fitted for fast ac- 
tion; neither was its staff geared to a defense program. It did not 
have full regulatory powers over intrastate and local carriers. This 
was especially important in the local transportation field. While 
these powers could have been given to the Commission, it was thought 
better to give them to a temporary war agency which would be abol- 
ished after the emergency and raise no questions about the Federal 
Government continuing in this field. The motor carrier groups 
were not so well organized as the railroads and limited themselves to 
voluntary organization to meet emergencies. 

The Division of Transportation of the Advisory Commission to the 
Council of National Defense, established on May 29, 1940, was the 
last of the staff units of the Advisory Commission to be absorbed into 
other administrative agencies. Ralph Budd, railroad executive, 
served as Commissioner until after Pearl Harbor when the Office of 
Defense Transportation was established. The Division never had a 
large staff and it relied heavily upon consultants, advisory commit- 
tees, and the cooperation of other agencies and the transportation 
industry. 

Mr. Budd and his associates believed that the Division of Trans- 
portation could be most useful by acting in an advisory and coordinat- 
ing capacity. They assumed that existing transportation facilities 
were adequate for national defense since there was a surplus of trans- 
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portation capacity and that a large staff would duplicate the work 
of the Interstate Commerce Commission and other agencies and get 
in the way of private management. The Division relied upon the 
Association of American Railroads for advice, information, and active 
support of its policies. Much of its comparatively conservative advice 
_on car supply was based on statistical data furnished by the AAR 
Car Service Division. The Division established a Central Motor 
Transportation Committee which headed up a Nation-wide organiza- 
tion composed of 16 district committees. Within the Central Com- 
mittee and also in each district committee were included representa- 
-tives of the public, of for-hire trucking, private trucking, and bus 
operations. The Division also set up a Tank Car Service Committee 
in anticipation of the diversion of tankers from the Gulf East Coast 
oil service. Activities of the Division included making of recommen- 
dations regarding needed railroad equipment, assisting transportation 
companies to secure priorities for equipment, and furnishing advice 
on such matters as port congestion, grain shipments, increasing the 
movement of ore, stock piling of coal, collection of iron and steel 
scrap, and prevention of sabotage.” 

As the defense program got under way, the Division of Transpor- 
tation became a less suitable instrument for coordinating domestic 
transportation. Provision of information and advice was not sufficient 
to meet the growing needs. The staff of the Division thought largely 
in terms of railroad problems and looked upon other forms of trans- 
portation as secondary—as in normal times they perhaps are. Other 
agencies began to move into the transportation field on a piece-meal 
basis. 

In the spring of 1941 the staffs of the Bureau of the Budget and 
the National Resources Planning Board made a study of transpor- 
tation and concluded that certain critical problems were developing. 
They contended that allowance should be made for diversion of 
coastwise and intercoastal ship tonnage, for possible shortages of 
tonnage on the Great Lakes, for increasing demands on port facilities, 
and for other contingencies of an emergency period. They foresaw 
the need for insuring an adequate supply of petroleum and its products 
to Atlantic coast points following withdrawal of tankers. Among 
possible programs and actions, they mentioned the short-routing of 
traffic, placing restrictions on the use of equipment for storage, pool- 
ing and reallocating car supplies, shifting locomotives to hard-pressed 
roads, diverting tonnage around congested terminals, and coordinat- 
ing all inland transport with movements at the ports. 

Plans for the reorganization of the defense transportation field 
were pushed by the National Resources Planning Board, the Bureau 


16 Activities of the NDAC Transportation Division, Sept. 11, 1941 (mimeo.). 
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of the Budget, and other agencies in the spring of 1941. The staff 
of the Planning Board recommended the establishment of a new 
agency within the Office for Emergency Management to carry on 
both emergency planning and action functions under the direction 
of a man with broad experience who was not a top executive in a 
transportation industry. When officials of the Office of Production 
Management sought to absorb the Transportation Division of the 
Advisory Commission, the staff of the Bureau opposed this move on 
the ground that the transportation function was of broad importance 
to the entire defense program and they proposed an Executive order 
establishing a separate transportation agency whose functions would 
extend to ocean shipping as well as land transport facilities and 
would include the exercise of certain authorities of the President 
over transportation priorities. 

The question was threshed out by the President’s advisers during 
the summer and fall and the plan subsequently proposed was modi- 
fied in the light of their discussions. It was decided that the powers 
of the new office be confined to domestic transportation because of 
the difficulty of getting someone who could supervise both inland 
and ocean transportation, that priorities in movements would be 
directed by the Office of Production Management and the Supply 
Priorities and Allocations Board and carried out by the new office, 
and that the new office would be responsible for negotiating rate 
adjustments. 

The Bureau of the Budget draft of an order incorporating these 
changes was ready on December 5, 1941, and was signed by the 
President the 18th of the month. 

Executive Order No. 8989 established the Office of Defense Trans- 
portation and authorized it to coordinate the transportation policies 
and activities of the railroad, motor, inland waterway, pipe line, 
air transport, and coastwise and intercoastal shipping industries; 
to keep close watch on domestic transportation in connection with 
the war effort; to protect the interests of such transportation before 
other agencies of the Government, particularly the Office of Pro- 
duction Management; to do everything possible to promote the 
maximum utilization of transportation facilities; and to this end to 
require action by orders, where necessary. 

From the beginning of the negotiations concerning the Executive 
order, Mr. Joseph Eastman, Chairman of the Interstate Commerce 
Commission, was regarded by the President’s advisers as the logical 
man to head the new agency. He was not connected with any trans. 
portation group but he was thoroughly familiar with the problems in 
the field and had the confidence of the industry. Mr. Budd was 
among those who urged Mr. Eastman’s appointment. The President 


el 
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announced Mr. Eastman’s acceptance of the responsibility on Jan- 
uary 2, 1942. 

As Director of the Office of Defense Transportation, Mr. Eastman 
exercised his wide powers with marked caution. He and his asso- 
ciates, many of whom came with him from ICC, believed that actual 


-management should remain in private hands and that existing oper- 


ating practices should be left undisturbed wherever possible. He 
also held that transportation priorities were administratively imprac- 
tical and should be avoided. 

After Pearl Harbor, freight traffic reached new highs but there 


‘was comparatively little congestion and no general system of pri- 


ority orders was invoked by the Office of Defense Transportation. 
As in World War I, it was essential that congestion at the ports be 
prevented. The Association of American Railroads worked out 
elaborate procedures for keeping in touch with possible danger points 
and cooperated closely with ODT, ICC, WSA, the Armed Forces, 
and shippers to prevent serious accumulations of cars under load. 
ODT organized on March 18, 1942, a Transportation Control Com- 
mittee, representing interested Government agencies, to control the 
movement of freight to the ports in such a manner as to meet the 
established shipping schedules. The Committee met daily and issued 
permits to the various procurement agencies and shippers in accord- 
ance with the shipping space which had been allocated to them. 
ODT sent members of its own staff to keep a constant watch over 
traffic in all major ports and by General Order No. 16A established 
a unit permit system on export cargo and named as its agents for the 
issuance of such unit permits Transportation Division, Bureau of 
Supplies and Accounts, Navy Department; Division of Cargo Clear- 
ance, War Shipping Administration; Transport Controller, Canada; 
and Traffic Control Division, Transportation Corps, War Department. 
The Army Transport Chief stated that the Army was in actual con- 
trol of its traffic and that the Committee was relatively powerless 
to interfere. While the War Department domination of this rail 
traffic was criticized in some quarters, the results in preventing 
congestion at and near the ports were of the greatest importance. 
In contrast to the situation in 1917, no great demand developed 
for large and rapid increases in railroad rates. Although railroad 
rates were increased only moderately in 1942, railroad, earnings were 
high. Mr. Eastman ascribed this to the greater success the Govern- 
ment had in 1942 in resisting inflation and to the fact that dense 
traffic combined with close approach to maximum utilization of 
facilities was productive of highly economical operation.” In ac- 


17 Rastman, Joseph B., ‘‘Public Administration of Transportation under War Conditions,” American 
Economic Review, March 1944, pt. 2, vol. 34, p. 91, 
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cordance with the provisions of Executive Order No. 8989, ODT 
represented the Government interest in negotiating rates with do- 
mestic transportation carriers. In the performance of this function 
it established a joint force of rate clerks with OPA and sponsored 
the creation of the Traffic Executive Chairmen’s Committee by the 
traffic associations. 

Because of the enormous amount of freight that had to be trans- 
ported during the war, coupled with the limited amount of equipment 
to handle this extraordinary load, ODT had to issue regulations that 
would result in fuller use of railroad equipment than was common in 
peacetime. Among the orders issued was one requiring heavier 
loading of less-than-carload of freight.% This order, which restricted 
the forwarding of such cars unless loaded with minimum weights 
was instrumental in preventing a shortage of box cars. A similar 
shortage in refrigerator cars was avoided by an arrangement set up 
by ODT in cooperation with the car owners, ICC, and the Associ- 
ation of American Railroads, which provided practical pooling of all 
refrigerator cars, regardless of ownership. ICC issued a service 
order to carry out this plan.” 

Another responsibility imposed on ODT was to survey and ascer- 
tain present and anticipated storage and warehousing requirements 
and encourage the provision of increased storage facilities where 
necessary. After Pearl Harbor, the capacity to produce was greater 
than the capacity to transport and well-ordered storage arrangements 
had to be provided. ODT had no authority to compel the storage 
industry to provide for ample storage space, nor could it legally 
build and operate this space itself, but it persuaded the industry to 
create Federal warehouse associations which pooled existing resources 
of warehouses, it induced such procurement agencies as the Army, 
Navy, and Lend-Lease Administration to construct new warehouses, 
and it cooperated with ICC and the Department of Agriculture in 
solving grain storage shortages. 

The war disrupted the normal pattern of railway movement. New 
industries and military establishments were created on sites which 
had not been railroad centers and there were increasing movements of 
freight to ports for shipment abroad. These conditions modified and 
sometimes reversed the direction of loaded and empty car movement. 
Obstructions could be averted most effectively by a centralized super- 
visory authority continuously informed of conditions likely to affect 
the free flow of traffic, and using such information to remove them. 


18 ODT General Order No. 1, Mar. 23, 1942. 


1” ODT estimated that for periods May-December 1942, and for the calendar years 1943, 1944, and 1945 
the average loadiag (tons) was over 9, whereas in 1941 it was 5.5. / 
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To provide this supervision, ODT established the Traffic Channels 
Plan which was essentially a daily reporting system based on a purely 
voluntary arrangement between the carriers and ODT. No order 
was promulgated by ODT to enforce it. In the western territory, 
however, war activities were unusally disruptive of normal railroad 
traffic and it was felt that to improve utilization of equipment and to 
prevent congestion and delay, traffic had to be diverted or rerouted 
over rail lines with excess capacity. The Association of American 
Railroads proposed the extension of the functions of its Car Service 
Division to include rerouting and diversion. It was decided, however, 
- that such an activity would violate the antitrust laws. While both 


Cuart 18. Passenger Traffic on Railroads. 
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ODT and ICC had some jurisdiction in the field, they decided to act 
jointly through a common agent.” 

One of the most difficult problems faced by ODT shortly after 
Pearl Harbor was the transportation of petroleum products from the 
southwestern oil-producing districts to the eastern seaboard territory 
following the withdrawal of intercoastal tankers from this trade. 
The Liquid Transport Department of ODT, originally called the 
Division of Petroleum and Other Liquids, was the only Division 
organized along commodity lines. Early in the war, it concentrated 
on the substitution of railroad tank cars for oceangoing tankers. 
_ The amazing increase in the shipment of oil by tank car was facilitated 
by close supervision of the car supply by ODT; by substitution of 
tank trucks for tank cars on short hauls; and by scheduling of trainload 
movements, all with the cooperation of the railroads, the shippers, 
and the Office of Petroleum Coordinator. The tank car rail move- 
ment increased from 70,000 barrels a day before Pearl Harbor to more 
than 850,000 barrels per day 8 months later. But the railroad equip- 
ment was old and the use of tank cars costly. In 1941 the Supply 
Priorities and Allocations Board twice refused to approve the construc- 
tion of pipe lines from the Texas oil fields to the East Coast. Differ- 
ences of opinion were expressed regarding location and use of such 
lines. On June 10, 1942, however, WPB, on the recommendation of 
the Petroleum Administrator for War and ODT, authorized the allo- 
cation of materials for pipe-line construction. A little more than a 
year later the 24-inch line was in operation and the pressure on the 
railroads was lightened. 

While railway passenger-miles were 83 percent higher in 1942 than 
in 1941 the railroads had to operate with virtually the same passenger- 
carrying equipment. ODT had to see that essential military and 
civilian passengers were accommodated and that a disproportionate 
share of railway facilities was not diverted to pleasure travel. It 
sought to achieve these objectives without resort to a compulsory 
priority system or any scheme requiring the rationing of passenger 
travel. It rejected such rigid controls on the ground that they would 
create serious administrative problems, particularly with the increas- 
ing shortage of manpower, and would involve many hardships. ODT 
issued one order prohibiting replacing of train service by bus service 
without its approval and another freezing all railway passenger sched- 
ules and prohibiting railroads, with certain exceptions, from running 
any special passenger trains or giving other special services. In 
addition, ODT urged the railroads to adopt voluntary measures of 

1 ICC Service Order No. 99, Feb. 3, 1943, 8 Federal Register 1652. The Army requested exemption from 
some of the provisions of this act for its freight. This was granted by ODT Certificate of Preference and 


Priority in Transportation No. 2, dated Jan. 19, 1944, It marked a departure from ODT’s policy of not 
using priorities. 
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their own to conserve passenger equipment. Through the coopera- 
tion of business and professional organizations, about two-thirds of 
the normal conventions and group meetings were eliminated or 
greatly reduced. ODT prohibited use of special passenger facilities 
for athletic and other recreational events. It also conducted educa- 
tional campaigns to induce the general public to refrain from unneces- 
sary travel and it urged the Government and industries to spread 
vacations throughout the year. 


Local Transport 


Within a few months after his appointment, Mr. Eastman recog- 
nized the responsibility of his office for regularly established local 
transportation even though this subject was not expressly mentioned 
in Executive Order No. 8989. He saw that something had to be done 
to improve the local transit facilities in areas where new war plants 
or training centers were established. As prospects for securing addi- 
tional equipment were poor, ODT had to secure the maximum utiliza- 
tion of existing rapid transit systems, street railways, interurban rail- 
ways, trolley buses, local, suburban and school buses, taxicabs, for- 
hire cars, ferries and local water carriers, and other local passenger 
services. 

In order to conserve local transport equipment and to direct it into 

channels of essential use, ODT issued a series of orders regulating 
the substitution of buses for streetcars and the chartering of buses by 
groups for their exclusive use, banning sightseeing buses, eliminating 
duplications of service, curtailing schedules and service for elimination 
of wasteful operation, requiring proper maintenance of equipment and 
maximum loading, and requiring carriers in competitive service over 
parallel, or closely parallel routes, to formulate joint action plans for 
the maximum utilization of equipment. The joint action plans were 
submitted to the Department of Justice for clearance as to the enforce- 
ment of the antitrust law.% Other orders banned automobile racing, 
restricting the number of taxicabs and the number of taxicab services, 
and regulated the use of rental cars. In addition, public and operator 
cooperation was sought for securing the adoption of staggered hours, 
restoration of abandoned streetcar services, diversion of rubber- 
borne traffic to street railway routes, turn-back service, fewer stops on 
bus and streetcar routes, street traffic control, and other conservation 
measures. 

While the increased burdens placed upon local mass transit systems 
in many places were staggering, ODT took the position that it would 


22 In 1945, ODT felt obliged to issue a number of orders clamping down on facilities for unnecessary travel 


and uneconomic operation of railroad passenger equipment. 
# After July 20, 1943, joint action plans were put into effect under W PB Blanket Certificate No. 99. 
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not attempt to obtain priorities for the construction of new street- 
cars, trolley coaches, and motor buses until all possible means of 
making fuller use of existing equipment had been exhausted. WPB 
authorized the completion in 1942 of only 350 streetcars, 400 trolley 
coaches, and 9,000 buses, in each case considerably less than the 
number recommended by ODT. 


Private Passenger Cars 


The attack at Pearl Harbor called for immediate action to conserve 
existing rubber stockpiles since it cut off substantially all of the Na- 
tion’s sources of crude rubber. Some 27 million passenger automo- 
biles, comprising an essential part of our transportation system, had 
to be kept on the road. Failure to provide tires for these vehicles 
would keep war workers from their factories and ultimately would 
mean a break-down in the whole transport system. 

At first Mr. Eastman was unable to take comprehensive action 
on rubber-borne traffic problems. Subsequently and in cooperation 
with the Chairman of the Highway Traffic Advisory Committee of 
the War Department, he sponsored conservation of rubber-borne car 
equipment by promoting group riding, slower speeds, changes in 
traffic signals, and staggered hours for industry. 

On December 11, 1941, the Office of Production Management 
stopped the sale, transfer, and delivery of new tires, and, on December 
27, authorized the Office of Price Administation to ration automobile 
tires. 

The rationing of tires involved administrative problems of vast 
proportions, chief among which was the creation of an organization 
capable of rationing commodities in communities throughout the 
country. The first step was taken on December 16 when State Goy- 
ernors were notified that it would be necessary to begin rationing on 
January 2 and that the rationing organization would be built around 
State defense councils. By December i9 outlines of the plan had 
been drawn: the Office of Price Administration would develop 
“policies, regulations, and necessary. informational data’’ and 
distribute this information among the defense councils; the job of 
setting up community organizations would be handled by State de- 
fense councils; and local boards established by local defense councils 
would be responsible for seeing that tires were made available to per- 
sons entitled to them urder regulations issued by the national office of 
OPA. By January 5, 1942, less than a month after the declaration 
of war, the organization had been developed sufficiently to permit 
sale of automobile tires under the rationing system. Monthly 
quotas were established for each State and county and eligibility 
lists issued to guide the tire rationing boards in distributing tires and 
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tubes to the most essential users. Similar mechanisms were worked 
out for rationing of automobiles. 

Before the tire and automobile rationing program had become well 
established, a second threat to inland transportation developed; 
enemy action against petroleum tankers created a gasoline shortage 
on the eastern seaboard. On May 15, 1942, an emergency gasoline 
rationing plan was put into effect on the eastern seaboard. Appli- 
cations were filed and ration cards distributed through public schools. 
The system was admittedly crude and was designed as a stop-gap 
measure to reduce gasoline consumption pending the development of 
a coupon rationing system. It was not sufficiently flexible to permit 
‘tailoring’ of rations to individual needs. Educational campaigns 
did not completely eliminate evasion of the rationing regulations by 
the public and they were less successful in curtailing pleasure driving. 

The relation between ODT and OPA became an important issue 
after the signing of an Executive order giving ODT authority over 
“all rubber-borne transportation facilities, including passenger cars, 
buses, taxicabs, and trucks”.4* As OPA began to ration cars, tires, 
and gasoline, it was apparent that it was making decisions which 
affected ‘‘rubber-borne transportation facilities” but which also came 
within the jurisdiction of the ODT. The amount of gasoline allowed 
an owner of a truck fleet by OPA might not be sufficient to transport 
essential war freight. Similarly, there was no mechanism in the 
rationing system “to bring about rationalization of rubber-borne 
traffic.” At the outset, therefore, gasoline, tires, and automobiles 
were rationed as commodities rather than as factors of transportation. 

By action of WPB, May 2, 1942, OPA was directed to implement 
insofar as administratively practicable any policies or programs 
formulated by ODT. OPA, however, continued to develop its ra- 
tioning plans; ODT moved slowly in formulating any transportation 
policy for passenger cars; and, as a result, transportation policy 
for which ODT was legally responsible was being fixed by OPA. 

A survey made in the summer of 1942 of the Federal agencies 
concerned with the supply of local transportation facilities revealed 
the general impression that the Office of Defense Transportation had 
shown a lack of understanding of the full implications of the rubber 
shortage, had an inadequate staff to cope with its responsibilities, 
and had demonstrated a lack of imagination and energy in attacking 
the local transportation problem, 

By June, however, mandatory gasoline rationing extending through- 
out the Nation was demanded by many in order to reduce consump- 
tion of rubber tires and maintain essential transportation facilities. 
A report of the Petroleum Industry War Council, made on May 27, 


4 Executive Order No, 9156, May 2, 1942, 7 Federal Register 3349, 
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estimated that without additional rubber for automobile tires and 
without reduction of speed and mileage, the number of cars in use 
would decline to 9 million by the end of 1943 and to slightly over 
1 million by the end of 1944. After thorough discussion of this 
situation, and of ways in which it might be solved, members of the 
_ War Production Board were of the opinion that Nation-wide com- 
pulsory rationing was the only solution. Pending further discussion 
of this measure, the Office of Price Administration was directed to 
move ahead as rapidly as possible with a more fully developed ra- 
tioning system for the Eastern area.” 

At meetings held in June and July, the President would not approve 
Nation-wide rationing of gasoline but suggested instead that a major 
conservation program covering tires and gasoline be instituted by 
means of an intensive public information campaign. 

This campaign did not have the desired results, however, and by 
August the rubber supply situation had become so crucial that the 
President appointed a special committee to study the supply problem 
and to recommend action. On September 10, 1942, the Baruch 
Committee reported that the situation was so grave that “unless 
corrective measures are taken immediately this country will face 
both a military and civilian collapse’. The Committee concluded 
that ‘‘gas rationing is the only way to save rubber.” It recommended 
that a new Nation-wide rationing system of gasoline be devised so 
that the average annual mileage could be held to a maximum of 
5,000 miles. 

The importance of immediate action, stressed by the Baruch Com- 
mittee, tended to resolve the question of OPA—ODT responsibility 
in favor of OPA. OPA local boards, established at first to ration 
automobile tires, comprised a field organization which could under- 
take the administration of a rationing system designed to limit indi- 
vidual car owners to essential mileage. OPA had acquired considerable 
experience in rationing and the ‘“‘permanent” eastern area plan could 
be extended without difficulty. ODT, on the other hand, had no 
rationing experience and was just beginning to build up its field 
organization. Under these circumstances the job of administering 
the Nation-wide rationing plan was delegated to OPA. The problem 
of the relation between the ODT’s rationalization policies and the 
OPA rationing program had yet to be solved. 


Motor Transport 


In the field of motor transport, the Office of Defense Transporta- 
tion was given additional responsibilities by an Executive order of 
May 2, 1942, which directed it to ‘formulate measures to conserve 


% WPB, Minutes, June 2, 1942, 
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and assure maximum utilization of the existing supply of civilian 
transportation services dependent upon rubber, including the limita- 
tion of the use of rubber-borne transportation facilities in non-essential 
civilian activities, and regulation of the use or distribution of such 
transportation facilities among essential activities.” This order, 
supplementing but not supplanting the rationing authority delegated 
to the Office of Price Administration by the War Production Board, 
was aimed to help a sick industry. Trucks were wearing out rapidly 
and new equipment was not being made. The operation of trucks 
under war rules was not always profitable. 

The dispersed organization of the motor transport industry made 
unworkable the administration of a general and simplified policy of 
control uniformly applicable to all carriers. Many thousands of 
private and contract carriers were involved and they were compara- 
tively unfamiliar with the operation of controls. At first it was 
hoped that limited supplies of vehicles, parts, tires, and gasoline could 
be conserved by issuance of general orders regulating mileage oper- 
ated and loads carried. Reliance was placed upon voluntary coopera- 
tion of the industry and only a relatively small field staff was 
contemplated. It soon became evident, however, that an industry 
with over 4,000,000 private owners and 600,000 public carriers engaged 
in such varied activities could not be controlled successfully by any 
such blanket system of regulation. 

The Office of Defense Transportation decided that necessary sav- 
ings in tire mileage and in equipment use could be achieved only 
by a more flexible technique administered on a decentralized basis. 
It developed a plan for issuing to all commercial truck operators a 
Certificate of War Necessity which would be required in order to 
obtain gasoline, tires, parts, and other essential materials. The 
basic principle of the program was the elimination of waste through 
full loading of equipment and curtailment of unessential mileage. 
In reviewing the operations of these vehicles, ODT sought to eliminate 
such wasteful practices as daily delivery and ‘‘call-backs’’. Observ- 
ance of the 35-mile-an-hour speed limit was also made a condition 
for receiving a Certificate of Necessity. This ODT order was difficult 
to enforce since the local authorities failed to report violations except 
in rare cases. A survey of highway speeds showed widespread non- 
observance of the order. Local war price and rationing boards were 
directed to issue gasoline coupons in accordance with mileage granted 
by ODT. The plan was applied first to the eastern gas rationing 
area, but later it was extended to the entire country. ODT had to 
increase greatly its field force to administer the certificates. In spite 
of this, the plan was inconvenient to small operators, and in 1944 


#6 Executive Order No. 9156, May 2, 1942, 7 Federal Register 3349, 
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ODT turned the work over to the OPA local boards. In applying 
the plan to farm vehicle operators, ODT relied upon the county war 
boards of the Department of Agriculture. 


Water Transportation 


The use of water transportation to supplement overloaded rail and 
highway facilities was an obvious way in which the transportation 
crisis could be alleviated. Iron ore traffic on the Great Lakes was 
given priority over grain and coal shipments with the result that 


j during the 1942 season a record-breaking total of 92,000,000 tons of 


iron ore was moved from the Minnesota iron ranges to the steel mills 
on the southern shores of the lakes. While many barges on the 
country’s rivers and canals were idle at the time of Pearl Harbor, 
they were being used close to capacity 6 months later. The greatest 
exception was south-bound movement down the Ohio and Mississippi 
Rivers. Attempts to induce the Maritime Commission to use barges 
to transport steel southward were unsuccessful. The Commission 
refused to cooperate on the grounds that the barges were slow and 
their use would hold up the shipbuilding program. 

ODT issued orders designed to increase shipment of ore at the 
expense of grain and steel shipments but WPB pressed for a general 
priority system. As in other fields, ODT shied away from using 
general priority powers for water transportation. 

Our waterways carried only a small fraction of the freight that was 
moved during the first 9 months of the war. In addition to iron ore, 
oil, coal, sulphur, scrap iron, and heavy general merchandise were 
carried by water. At certain crucial centers, however, water transport 
constituted an important part of our surplus carrying capacity which 
enabled the Government to meet war requirements. 


Transportation Manpower 


As far as manpower problems were concerned, the Office of Defense 
Transportation acted as a coordinating agency, bringing to bear 
whatever technical knowledge and economic data it possessed and 
enlisting the aid and cooperation of those Federal agencies responsible 
for the operating phases of the Government’s manpower program. 
The Office with certain exceptions,” did not operate transportation 
systems, nor did it regard itself as a labor recruiting agency, a training 
agency, or a mediator of labor disputes. It worked with the Federal 
agencies concerned with such matters, aiming not to duplicate the 


work of any of them. Thus, it kept the War Manpower Commission 


2 Certain transportation properties were taken over and managed because of strike situations. They 
were: Toledo, Peoria & Western R. R.; American Railroad of Puerto Rico; Hlinois Central R. R, 
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informed regarding current over-all manpower requirements of trans- 
portation industries, it cooperated with Selective Service System to 
determine occupational deferment policies for essential occupations 
in the transportation industries, it tried to induce the transportation 
companies to take full advantage of the United States Employment 
Service and the Railroad Employment Service, and it facilitated the 
settlement of labor disputes by urging use of the Conciliation Service 
and by furnishing information and technical advice to the War Labor 
Board. 

ODT encouraged transportation industries to adopt on a voluntary 
basis such personnel policies as would insure the maintenance of an 
adequate staff of employees. At the end of 1942 there were 2,700,000 
Americans working in for-hire transportation jobs within the country 
—an increase of 200,000 over December 31, 1941—and turn-over was 
considerable, particularly among the poorly paid maintenance-of-way 
laborers. Both the railroad and the trucking industries formed joint 
labor management committees to consider, with representatives of 
the Office of Defense Transportation, not only manpower problems, 
but also problems of maximum utilization of materials and equipment. 
ODT helped influence the transportation industries and unions to 
open up jobs for women and Negroes. Women ‘‘motorettes’” and 
“conductorettes’”’ invaded the local transportation field. It encour- 
aged the establishment of adequate training and upgrading programs. 
The lack of any direct labor representation in the Office was criticized 
in labor quarters while the lack of vigorous action against labor rules 
and practices which were wasteful of manpower was criticized in 
management circles. In this as in other fields, the Office of Defense 
Transportation did not disturb existing practices. 


General Considerations 


Any final estimate of the Office of Defense Transportation must 
take into account the limited nature of its jurisdiction of which Mr. 
Kastman was fully aware. He indicated that his No. 1 problem was 
to assure the carriers supplies for repairs and maintenance and ‘‘what- 
ever new equipment and facilities may be necessary to meet the 
demands of an increasing traffic.” He had to appear before the Re- 
quirements Committee of the War Production Board to plead for the 
critical materials needed by the transportation industries and later in 
1942 his office became the claimant agency of domestic transportation 
for such materials. He made it clear that WPB would be responsible 
for a transportation break-down in case that the needs of the trans- 
portation industry for equipment and repairs were not met. In the 
spring of 1942 the War Production Board turned down the request for 
additional railway passenger cars and greatly curtailed the request for 
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freight cars and locomotives on the assumption that there would be 


| _ a surplus of transportation capacity. 


Other important transportation questions were outside the juris- 
diction of the Office of Defense Transportation. Authority over rates 
and charges rested with either the Interstate Commerce Commission, 


- the°Civil Aeronautics Board, State, or municipal regulatory authori- 


ties, or the Office of Price Administration. The Interstate Commerce 
Commission also had broad emergency powers over both railroad-car 
service and motor-transport service. Mention has already been made 
of the responsibilities in the domestic transportation field of the 


‘armed services, the labor agencies, the Maritime Commission, the 


War Shipping Administration, the Petroleum Administrator for War, 
the Defense Housing Coordinator, the Department of Agriculture, 
and the Rubber Director. In describing the position of his agency, 
Mr. Eastman said: 

Ié is, for example, the claimant agency of domestic transportation for critical 
materials before the War Production Board, for rubber before the Rubber Direc- 
tor, for gasoline before the Petroleum Administrator for War, and for coal before 
the Solid Fuels Administrator. It has representatives on both the War Production 
Board and the War Manpower Commission. It can negotiate voluntary rate 
adjustments with the carriers and make representations as to rates before the regu- 
latory authorities. On wages alone it has no chips in the game whatsoever. The 
whole set-up is, of course, far from perfect, but I do not criticise it on the ground 
that authority over transportation is somewhat divided. Matters such as critical 
materials, wages, prices, and manpower are of such general importance over the 
whole range of the war effort that they cannot wisely be left to individual 
treatment by commodities or services.” 


The Government agencies charged with primary responsibility for 
transporting goods during the war were set up before or within 2 
months after Pearl Harbor. This prompt action would not have 
been possible without the careful planning and consideration of the 
issues during the defense period. In fact, the shipbuilding program 
might have been delayed a whole year if it had started from scratch 
after December 7, 1941. Before Pearl Harbor, the President had 
decided not to establish an office of transport after the British model 
that combined control over domestic transportation and ocean 
shipping. He had about decided upon an emergency domestic trans- 
portation agency apart from the emergency production agency and 
apart from the established transportation regulatory agency. While 
considerable thought had been given to shipping priorities and 
shipping control, prewar plans were less definite in this field than in 
the domestic transportation field. 

The War Powers Act enabled the President to transfer the neces- 
sary powers to establish the Office of Defense Transportation and the 


28 Fastman, Joseph B., op. cit., p. 89. 
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War Shipping Administration. Both of these emergency agencies 
placed great emphasis upon cooperation with other Government 
agencies and with the transportation industries. Apparently, the 
theory was held that American private enterprise under suitable 
contract terms and with the necessary Government aid in securing 
critical materials could build all the ships needed to win the war, 
that private shipping companies under suitable charters and naval 
protection could operate these ships on any routes required by the 
grand war strategy, and that the private domestic carriers were fully 
capable of so pooling and utilizing their existing facilities with cer- 
tain needed replacements that they would be able to handle the 
movement of men and goods needed to win the war. While these 
theories were challenged and more drastic measures were demanded, 
serious transportation break-downs were averted, even though nar- 
rowly. With certain curtailments of nonessential travel, the existing 
transportation equipment plus the newly built emergency ships met 
the requirements of a global war. 


CHAPTER 


1 


Mobilizing Labor 


HE PROBLEMS of raw material supply, transportation, and 
production planning, discussed in previous chapters, had become 
urgent before Pearl Harbor. Our labor reserves, however, 
were so ample that no acute problems of labor supply appeared until 
later. Shortages of unskilled and industrial workers did not become 
acute until 1943, and then only in a few production areas. At no 
time were labor shortages so critical as the shortages of raw materials, 
machine tools, components, ships, freight cars, and other items which 
necessitated tight control programs in those fields. 

These facts account in part for the relative slowness in the devel- 
opment of a national manpower agency, the limited authority granted 
to this agency, and its relatively slight influence on the labor market. 
The year 1942 was a period of discussion and tentative experiment. 
Officials concerned with manpower were shadowboxing with a prob- 
lem which had not yet developed. There was a great output of plans 
and much controversy over what should be done and who should do it, 
but few actions of any importance were taken. Yet this lack of action 
did not appreciably retard war production. Workers continued to 
show up at the factories, employers continued to hire and train them, 
and Government for the most part observed the process from the 
sidelines. 

The period from June 1940 to December 1941 was marked pri- 
marily by a reduction in unemployment from some 9 million to about 
4 million. The absorption of the unemployed plus the normal growth 
of the labor force made possible an expansion of some 5 million in 
employment and the addition of a million and a half to the armed 
forces. When war began, unemployment was still about 3 million 
higher than the unavoidable minimum. There had yet been no drain 
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on the large reserve of women not in the labor force; indeed, the ~ 


number of women in the labor force in December 1941 was substan- 
tially less than it had been a year before. Nor had there been any 
net transference of labor out of agriculture, trade, service, and other 
industries which were relatively overmanned at this time. Hours 
had not been lengthened beyond 40 except in shipbuilding, machine- 
tool production, and a few other key industries. In short, there were 
still in December 1941 extensive labor reserves which could be drawn 
on to meet increasing labor requirements. 

It should not be inferred that no labor-supply problems were en- 
countered during the defense period. As early as the fall of 1940 
shortages of skilled workers, particularly in the metal trades, developed 
in many parts of the country. But employers gradually adjusted to 
this situation by breaking down and simplifying skilled jobs, installing 
training programs, and accelerating the promotion of partly trained 
workers. ‘Their efforts were furthered by training programs sponsored 
by several Federal agencies, of which the most important were the 
Office of Education in the Federal Security Agency and the Training- 
Within-Industry organization which operated successively under 

Cuart 20. The Labor Force. 
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_ the NDAC, OPM, WPB, and finally under the War Manpower 
~ Commission. 

The outbreak of war caused a sharp increase in the prospective man- 
power requirements of war industry and the armed services. Es- 
_ timates prepared in the spring of 19421 indicated that the number 
--employed and in the services would have to be increased from the 

51.6 million of December 1941 to 60.3 million in December 1943.2 

To meet these requirements there were available the various types of 

labor reserve noted above, and it did not appear that there would be 
a deficiency in aggregate labor supply. The problem was rather that, 

because of the concentration of production facilities in certain areas, 
the geographical distribution of labor requirements differed consid- 
erably from the distribution of the labor force. Labor supplies could 
_ be matched with demand only through large-scale migration of labor 
~ which had been under way since 1940 and was still continuing. The 
influx of workers into centers of war industry resulted in serious con- 
gestion of housing, transportation, and other community services. 
By early 1942 some areas had already reached the point at which it 
was not physically possible to absorb more workers in spite of mount- 
ing labor demands. In these areas there was a problem of recruiting 
as many people as possible for war work, directing them to the most 
essential jobs, and preventing unnecessary shifts of workers from one 
plant to another. 

The problem was not sufficiently acute, however, to arouse serious 
concern among production and procurement officials. Facilities and 
materials were the important production bottlenecks. While it was 
conceded that labor might become a problem at some point, the time 
seemed remote and meanwhile there were other things to do. Nor 
was industry seriously concerned about its ability to hire enough 
workers. While employers in many cities formed agreements not to 
pirate labor from each other and welcomed Government approval of 
such agreements, they did not favor any governmental restrictions 
on management’s traditional right to hire and fire. Planning for a 
national manpower agency went forward in an atmosphere charged 
with the feeling that there probably was no problem of labor supply, 
and that even if such a problem existed, employers could handle it 
by their own efforts with perhaps some assistance from organized 
labor. 


1 Social Security Board. Bureau of Employment Security. Estimates of Manpower Requirements to 
December 1948, June 12, 1942. Chart. 


2 This estimate proved to be reasonably accurate as regards the total; the number actually employed and 
in the services in December 1943, was 61.3 million. As would be expected, there were errors in the com- 
ponents of the total; employment in manufacturing, for example, was overestimated by about 2 million, 

~ while the number who would be in the services was underestimated by 1.3 million. These errors, however, 


came close to canceling out, 
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A more immediate problem during 1942 was the prevention of 
strikes in war industries. Action to this end was taken immediately 
on the outbreak of war. A conference of representative leaders of 
labor and management prepared the way for the creation, early in 
January 1942, of a National War Labor Board with authority to ar- 
bitrate unsettled disputes in industries affecting war production. By 
the end of 1942 the administrative organization and main policies of 
the Board had settled into a pattern which was to remain substan- 
tially unchanged throughout the war. This development will be 
traced after a discussion of the steps taken to deal with the problems of 
labor supply. 


Early Labor Supply Organization 


The creation of the War Manpower Commission in April 1942 must 
be viewed against the background of previous organization in this 
field. A dozen major federal agencies and many others of lesser im- 
portance had been concerned with labor supply problems since the 
beginning of the defense program. The Selective Service System, 
created by act of Congress on September 16, 1940,? was responsible 
for inducting men of the number and types required by the armed 
services.* Through its network of some 6,500 local boards, it had by 
December 7, 1941, registered 17 million men aged 21 to 35 and in- 
ducted more than a million of these (chart 21). During the next 
year the number of registrants was to increase to almost 30 million 
men aged 18 to 45, and the number inducted to more than 5 million. 
By December 1941 the selection system and administrative procedures 
of Selective Service had become well established. The early creation 
of a military manpower organization which had 2 years to develop 
its procedures and policies before an agency for mobilizing industrial 
manpower was created, resulted in a bifurcation of manpower ad- 
ministration which was to continue throughout the war. 

The War and Navy Departments also had a direct influence on the 
recruitment and use of labor. They were enlisting large numbers of 
men for military service at their own recruitment stations. They 
were engaged in recruiting a civilian labor force which at the peak 
was to number more than two million persons employed in arsenals, 
navy yards, and in other types of industrial and clerical work. Fi- 
nally, they had a direct interest in the labor supply problems of their 
contractors. Contracting officers representing the procurement 


354 Stat. 885, 

* From October 1940, through January 1943, the Selective § 
while the Navy secured all of its personnel through volunta: 
tary enlistment pursuant to Executive Order No. 927: 
furnished men to the Navy as well. 


ervice System furnished men only to the Army, 
ry enlistment. After the termination of volun- 
9, Dec. 5, 1942 (7 Federal Register 10177) the System 
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Cuart 21. Military Inductions through Selective Service. 
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1 Only 22,195 registrants were inducted during December 1945, because there were no inductions from 
December 21, 1945, to January 1, 1946. 
Source: Selective Service System. 


agencies in the plants, as well as staff specialists in labor supply,® 


provided advice and persuasion on manpower matters, particularly 
where labor shortages threatened to prevent the plant from meeting 
delivery schedules. 

Primary responsibility for recruitment, selection, and training of 
industrial labor rested with the thousands of employers in war in- 
dustry. Their steadily intensified competition for labor was indicated 
by a sharp increase in turn-over rates and especially in the number of 
voluntary quits.* Hiring away of other firm’s workers was widely 
stigmatized as “Jabor piracy” and voluntary “antipirating agree- 
ments” were made by employers in many areas during 1940 and 1941, 


5 In the Army, these were field representatives of the Labor Branch of the Industrial Personnel Division 
of the Army Service Forces; in the Navy this work was centered in the Shore Establishments Civilian 
Personnel Division (transferred in February 1944 to the Office of Procurement and Material). 

6 The quit rate per hundred employees in manufacturing was 0.66 in January 1940; 1.31 in January 1941; 


. 2.36 in January 1942; and 4.45 in January 1943—approximately a geometric rate of increase. Separations for 


other reasons remained substantially stable at about 2.7 throughout this period. 
700346—-46 13 
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but these agreements tended to give way under the intense pressure of 
mand for labor. 

ae the pool of unemployed and readily available workers shrank, 
employers turned increasingly to the United States Employment 
Service for assistance. This Service, a Nation-wide system of public 
employment offices operated by the States under Federal grants-in- 
aid, had in June 1940, some 1,500 full-time and 3,100 part-time offices 
with more than 18,000 employees. Neither the number of offices nor 
the number of employees increased appreciably during the defense 
and war years. The placement work performed by the Service, how- 
ever, increased greatly. Placements rose from about 4% million in 
the fiscal year 1940 to more than 8 million in the fiscal year 1942. 
The Service also gave increased attention to developing advance 
estimates of labor demand and supplies in important industrial areas, 
and to improving its established procedures for meeting labor short- 
ages in one area by recruiting workers from other areas. 

The Employment Service remained throughout the war the most 
important civilian agency concerned with labor supply. The War 
Manpower Commission in its final form was basically a reconstituted 
employment service under new top management and with the addi- 
tion of certain training functions transferred from other agencies. 
It is therefore important to point out certain disabilities with which 
the Employment Service entered the war period, and which were 
never entirely overcome. 

First, the 48 State employment services which composed the system 
varied greatly in quality of personnel and facilities, repute in the 
community, and volume of placement activity. After the State 
services were brought under direct Federal control in December 
19417 efforts were made to strengthen some of the weaker ones by 
bringing in experienced personnel from other States. It was not 
feasible to go far in this direction, however, and the quality of the 
Service continued uneven. Moreover, since the loan of the State 
services to the Federal Government was expected to end with the war, 
many employment service officials continued to look for guidance to 
the State capitol rather than to Washington. This divided allegiance 
frequently interfered with national policies on such matters as free 
movement of labor across State lines, relations with organized labor, 


g Before this time the Social Security Board, through its control of grants-in-aid, was able to preserib 
minimum standards of fiscal and personnel administration for the State services. It also provided : ee j aI 
advice and assistance on operating problems, but had no direct control over operations On Dee ie or 
the President requested each of the Governors to lend the facilities of the State employment ae + th 
Federal Government for the duration of the war. The Governors consented, though in a fave sale a 


what reluctantly. The Director of the United States Em ice i 
she 8 2s Employment Servie » Soci i 
thus acquired direct authority over the State employ lore, iid a 


: ! ment service dire yhi cerci 
representatives in the regional offices of the Board, eee ee 
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prevention of hiring discrimination against Negroes and aliens, and 
provision of uniform safeguards for workers under controlled hiring 
plans. 

Second, the Employment Service had developed during a depression 
period in which its main activity was to register the unemployed and 

‘refer them to public works projects. Private employers made little 
use of the Service during the thirties and tended to regard it as a part 
of the relief system, and many workers had the same attitude. These 

_ community attitudes caused the Service to be held in rather low esteem 
_ by many Army, Navy, and Selective Service officials. Efforts by 

the Employment Service to make itself the focus of labor-supply 
activities were met by skepticism or even opposition from other 

Government agencies as well as from industry and labor. The opera- 
tions of the Service provided considerable ground for such skepticism. 
Procedures developed to ration scarce jobs among a large number of 
- unemployed registrants were not well adapted to a situation in which 

jobs exceeded workers. The process of desk interviewing, completing 
a detailed application, filing the application, then combing the file 
to fill each employer order was very time-consuming. As the pressure 
of placement work mounted, the Service did simplify its procedures 
and eliminate many unnecessary operations. The slowness with 
which this was done, however, provided some basis for criticism of the 
Service by other Government agencies. 

Third, the Employment Service had a serious manpower problem of 
its own. From 1940 on there was a vast demand for persons skilled in 
interviewing, testing, hiring, occupational analysis, and other tech- 

‘niques of personnel management. Jobs could be had in private 

- industry, the armed services, and other Federal agencies at salaries 
much above those paid by most of the States. Many of the most 
capable and energetic people in the Service left it during 1941 and 
1942. While from a broad viewpoint some of this movement may 
have been in the national interest, it meant that the Service had a 
very large recruitment and training problem and was constantly being 
thrown off balance by the loss of key personnel. 

Several other Federal agencies were engaged on a smaller scale in 
recruiting and placing workers. The Civil Service Commission re- 
cruited people for Government service and was responsible also for 
reviewing the appointment of persons recruited directly by Federal 
agencies. The Department of Agriculture, operating through county 
agents, county war boards, and the Farm Security Administration, 
played a large part in the recruitment of agricultural labor and after 
January 1943 had exclusive operating responsibility in this field. The 

‘Railroad Retirement Board maintained a system of employment 
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offices for railroad workers, while responsibility for manning the mer- 
chant fleet rested first with the Maritime Commission and, after 
February 1942, with the War Shipping Administration. 

Several agencies assisted employers in training workers and super- 
visors for new wartime tasks. In June 1940 the United States Office 
of Education initiated a program of vocational education in occupa- 
tions related to the defense program.* Local vocational schools, using 
funds administered by the Office of Education, provided pre-employ- 
ment courses for unemployed workers and young people, and supple- 
mentary training for workers already employed who wished to in- 
crease their skill. In August 1940 the Training-Within-Industry 
Service was established under the NDAC. Its objective was to pro- 
vide a consulting service to disseminate the best industrial training 
experience throughout the country. It would not do training itself, 
but would advise industry on training methods. It early decided to 
restrict itself to advising on the training of supervisors, who would then 
be able to train production workers. The Apprentice Training Service 
of the Department of Labor intensified its efforts to establish appren- 
ticeship programs for the training of skilled workers. The National 
Youth Administration, the Civilian Conservation Corps, and the 
Works Progress Administration endeavored to relate their training 
programs more closely to the needs of defense production. 

During the life of the NDAC responsibility for maintaining general 
supervision over these labor supply activities rested with Mr. Sidney 
Hillman. A few months after the Office of Production Management 
was created, the NDAC staff became the Labor Division of OPM and 
continued to function under Mr. Hillman’s direction. The Labor 
Division’s charter of authority was a letter from the President to Mr. 
Hillman ® instructing him ‘‘to undertake the full responsibility of get- 
ting the necessary workers into the industries claiming manpower 
shortages.’”’ The main device used for this purpose was a National 
Labor Supply Committee on which all of the interested agencies 
except Selective Service were represented. This was paralleled by 12 
regional labor supply committees under the chairmanship of the re- 
gional representative of the Bureau of Employment Security of the 
Social Security Board. The purpose of the national and regional 
committees was to pool information on labor supply problems, 
analyze the problems and decide on methods of meeting them, issue 
instructions to the various agencies, and check on the performance of 
ae assigned tasks."° Concretely this meant getting agreement be- 
nh opps ee an initial appropriation of 15 million dollars in the Second Deficiency Appropriation 

9 May 28, 1941. 


10QPM Labor Division, Labor Supply B : Ci 
Tay ’ pply Branch: Circulars No. 1, July 1, 1941; No. 2, July 9, 1941; and No. 3, 


_ Mobilizing Labor 181 


tween vocational schools and local Employment Service offices on 
selection of people for job training and their eventual placement in 
employment; getting agreement between the Civil Service Commission 
and the Employment Service on recruitment of workers for arsenals 
and Navy Yards; and securing interagency cooperation on dozens of 
- other specific problems. 

The actual influence of these committees fell below their objectives. 
Some increase in interagency cooperation on particular local problems 
was achieved, and a good deal of useful information was exchanged. 
- But for the most part, each operating agency continued to work 

-along lines which it had already charted. Meetings of the National 
Committee, which had been fairly frequent at first, had fallen to one 
per month by September 1941. 

The lack of concrete accomplishment by the OPM Labor Division 
was due partly to administrative weaknesses. The Labor Supply 
Committee was too large and diversified in membership to be more 
than a debating society, and its members had vested interests in 
maintaining their respective agencies’ control over their present labor 
supply functions. The Labor Division itself did not have a clear-cut 
administrative organization, labor supply activities being scattered 
among at least six separate branches of the Division. The principal 
operating agency, the United States Employment Service, was blank- 
eted under the top-heavy administrative structure of the Federal 
Security Agency. The complicated administrative relationships 
within FSA and between it and the Labor Division involved great 
delay and endless argument over proper channels of communication 
and lines of responsibility. Three of the most important agencies 
concerned with manpower problems—Selective Service, the War 
Department, and the Navy Department—were entirely beyond the 
Labor Division’s sphere of influence. Within the civilian sphere, 
its authority over the all-important Federal Security Agency was 
very nominal. Federal Security, fortified by its technical knowledge 
and administrative control of employment service operations, was 
able to resist the intrusion into this field of people whom it regarded 
as amateurs. 

Perhaps more important than organizational difficulties, however, 
was the fact that the problem which the Labor Division was supposed 
to deal with was still a year or more in the future. Labor was still 
in plentiful supply. The Division predicted that serious shortages 
might develop and urged that precautionary actions be taken. But 
with millions still unemployed and war not yet certain, these pleas 
made little impression on production and procurement officials pre- 
occupied with shortages which were already visible. 

During the fall of 1941 the Bureau of the Budget studied the prob- 
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lem of improving administrative organization in this field and pre- 
sented several proposals to the OPM Labor Division and the Social 
Security Board. None of these proposals was acceptable to both 
agencies, however, and the only concrete development was the appoint- 
ment on November 29, 1941, of a new full-time director of the 
Employment Service, John Corson. 


Creation of the War Manpower Commission 


The outbreak of war had two immediate effects on labor-supply 
organization: first, steps already noted were taken to bring the state 
employment services under direct Federal operation; second, several 
groups proposed the creation of a new manpower agency by Executive 
order. Federal Security Administrator Paul V. McNutt raised the 
problem of manpower organization at a cabinet meeting early in 
December and the President appointed a cabinet.committee of three 
to investigate manpower mobilization in its entirety. The cabinet 
committee report, largely prepared by the staff of the Social Security 
Board, was submitted by Mr. McNutt on December 31, 1941. This 
report proposed the creation of a Manpower Mobilization Board 
with policy-determining functions, but was rather vague concerning 
the extent to which this Board would have authority over existing 
agencies. On the same day the Director of the Budget informed the 
President that the Bureau of the Budget was interested in man- 
power administration, and was instructed to proceed with develop- 
ment of the Bureau’s proposals. 

There was a clear need to insure that the various labor-supply 
agencies were not duplicating the work of each other or operating 
at cross purposes, that, for example, the Civil Service Commission 
was not trying to place certain men in navy yards while the Employ- 
ment Service was trying to place the same men in private shipyards 
or that men were not drafted by Selective Service who were perform- 
ing key jobs in a war industry. But this objective did not provide 
any clear guidance in determining the necessary administrative 
organization. The main question which had to be decided was 
whether the new manpower agency should have direct responsibility 
for recruiting and placing workers or whether it should simply issue 
instructions to other agencies as the Labor Division of the Office of 
Production Management had attempted to do. 


believed that it would be necessary in the reasonab 
to impose compulsory labor-market controls on the British pattern 
and advocated a strong operating organization to which the Em- 
ployment Service, the Selective Service System, and other labor- 
supply agencies would be transferred outright. Those who did not 
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believe in the necessity or wisdom of compulsory controls proposed 
a manpower board with purely policy-forming functions, with operat- 
ing responsibility continuing to rest chiefly in the Federal Security 
Agency. 
After a month of discussion, a compromise plan was prepared by 
~ the Bureau of the Budget for submission to the President. Con- 
solidation of existing agencies within the manpower agency was lim- 
ited to the Selective Service System, the labor-supply functions of 
the Labor Division of WPB, and certain statistical functions of the 
Bureau of Labor Statistics. Other agencies were “‘to conform to 
such policies, directives, regulations, and standards as the Admin- 
istrator may prescribe in the execution of the powers vested in him.” 

The plan was discussed with the President by Mr. McNutt and the 
Director of the Bureau of the Budget on February 7 and was approved 
in principle. It was not signed, however, possibly because the Presi- 
dent wished to expose it to the criticism of the agencies and private 
groups on whom its successful operation would depend. In any 
event, the unsigned order speedily became a center of contention. 
The heads of agencies which were to lose functions opposed the trans- 
fer of any of their operations to the manpower agency. Mr. Hillman 
and Secretary Perkins, indeed, contended that there was no need for 
establishment of a new agency. The President’s “labor cabinet” ™ 
which was consulted on the matter, drafted a proposal suggesting 
that manpower organization be placed within the Department of 
Labor subject to the direction of a policy board consisting of four 
representatives of labor, four of industry, and one each from the War 
Department, Navy Department and Selective Service. They also 
wished a number of labor standards and policies written into the 
Executive order. 

The pull and tug of the twenty-some government agencies in the 
labor supply field, as well as the pressure from labor and management 
groups, grew with delay in signing the order. By the end of March 
the situation had grown so confused that the President appointed a 
group of four—Judge Samuel Rosenman, Justice William Douglas, 
Anna Rosenberg, and Harold Smith—to recommend a plan of man- 
power organization and nominate a candidate for manpower adminis- 
trator. The Bureau of the Budget’s original proposal of February 7 
emerged from the deliberations of this group relatively intact. The 
authority of the proposed War Manpower Commission was strength- 
ened by giving its chairman power to “issue such policy and operating 
directives as may be necessary.” The chairman was empowered to 
act without the consent of the Commission, though he was required 
to consult it. On the other hand, the new agency was weakened by 


11 Composed of three AFL and three CIO representatives, 
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allowing Selective Service to retain its independent status. The 
United States Employment Service also remained in the Federal 
Security Agency. The labor supply functions of the Labor Division 
of the War Production Board were transferred to the Manpower Com- 
mission, while the training functions of the Division were transferred 
to the Federal Security Agency. 

The order creating the War Manpower Commission under the chair- 
manship of Federal Security Administrator McNutt was signed by 
the President on April 18. This order did not create an operating 
manpower organization. Such an organization was not wanted by 
the heads of existing agencies dealing with labor supply, nor did 
strong support for the idea appear from any other quarter. The 
President therefore proceeded to place a loose policy canopy over the 
operating agencies as a possible prelude to outright amalgamation 
at some later date. 

The idea of a unified manpower administration, however, was by 
no means dead. It was revived within 2 or 3 months and made 
rapid headway during the fall of 1942. A series of Executive orders, 
culminating in Executive Order No. 9279, December 5, 1942, trans- 
formed the War Manpower Commission from a policy forum into an 
operating agency. For all practical purposes the history of the 
Commission dates from December 5 rather than from April 18. 


Evolution of the War Manpower Commission, 


May-—November, 1942 


The new Commission inherited not only most of the WPB Labor 
Division’s personnel and functions but also most of its basic diffi- 
culties. Shortages of labor were not yet serious in most parts of the 
country. While turn-over was rising, most employers continued to 
feel that they could meet their own labor-recruitment problems and 
to oppose any suggestion of Government control over hiring. This 
attitude was shared for the most part by labor leaders, procurement 
officials, and members of the Congress. While a somewhat vague 
demand for a manpower program was voiced occasionally in Congress 
and in the press, specific controls by which such a program might 
have been effectuated were opposed as an undemocratic interfanends 
with the right to work and to hire. 

There remained also the difficulty of coordinating the activities of 
it ule lore which had been busy for almost 2 years 
m buuding independent organizations ‘og 
virtually no voice in eG BO nalitioe sais eee = 


and location of the industrial labor demand or in decisions concerning 


the number and kinds of men to be withdrawn for military service, 


12 Executive Order No. 9139, Apr. 18, 1942, 7 Federal Register 2919 
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The Selective Service System and the labor supply organizations of 
the War and Navy Departments remained largely autonomous. The 
- inclusion in the WMC staff of many Federal Security officials by no 
means solved the problem of relationships with that agency. Instead, 
it precipitated a continuing controversy over whether the WMC 
_ should develop a large staff of its own or whether it should remain 
an appendage of the Federal Security Agency. It seemed self-evident 
to the FSA group that the Employment Service must become the 
central operating stem of any manpower agency, but this position was 
challenged by the newcomers from WPB and elsewhere. This con- 
troversy was partly responsible for the failure of WMC to develop a 
strong field organization during 1942; and without this the essentially 
local problem of labor supply could not be tackled effectively. 

The situation was not helped by a complex organization structure 
which permitted the coexistence of three top officials—a deputy 
chairman, an executive director, and a director of operations—each 
of whom had his own sources of strength and each of whom had 
‘independent access to the chairman. This arrangement naturally 
produced frequent controversy over policy and organization, serious 
diffusion of authority and responsibility, much duplication of effort, 
and even issuance of conflicting statements and instructions. 

These circumstances largely explain the ineffectiveness of the Com- 
mission during its first 7 months of existence. The various operating 
agencies continued to function along established lines; but their 
accomplishments were in no sense accomplishments of the WMC. 
The United States Employment Service, for example, took additional 
steps during this period to streamline its operations and give priority 
in service to war industries, steadily increased its volume of placements, 
further developed its techniques for expediting interstate movement 
of labor, attempted to stimulate the transference of draft registrants 
to war industries, and expanded its lists of essential activities and 
occupations. These developments, however, were a continuation of 
trends which had been under way since 1940. 

Barred from effective action, the Commission turned to introspec- 
tive discussion of its own organization and functions. Should it 
continue to function as a policy forum or should it endeavor to absorb 
the operating agencies and move into the field of action? If the latter 
course were chosen, should the Commission operate by persuasion and 
voluntary agreement or should Congress be asked to provide it with 
compulsory authority through a “national service act”? Much of 
the time of top WMC officials during the latter part of 1942 was 
spent in discussing these matters. Until they had been resolved 
both organizational and program development were bound to mark 
time. 
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The question of an operating versus a coordinating agency had 
been thoroughly discussed before the creation of WMC and had been 
resolved in favor of a coordinating body. This policy was approved 
at the time by both the Chairman of the Federal Security Agency 
and the Chairman of the Social Security Board, who were to become 
Chairman and Executive Director respectively of WMC. By August, 
however, these officials were of the opinion that the employment 
service and war training functions of the Federal Security Agency 
should be transferred outright to the Manpower Commission. This 
change of opinion was probably due in part to the difficulty which the 
Federal Security Agency had experienced in getting appropriations 
for the United States Employment Service.’ Considerations of 
administrative convenience were also involved. It became increas- 
ingly clear that the Employment Service would necessarily be the 
main operating arm of WMC; possession of mere coordinating author- 
ity over the Service made it difficult to secure adjustments in methods 
and to introduce new personnel into the Service as rapidly as circum- 
stances required. 

On August 19, the Chairman of WMC transmitted to the President 
a proposed Executive order transferring to the War Manpower Com- 
mission all employment office and defense training functions vested 
in the Federal Security Agency. The President signed this order 
on September 17, after some alterations had been made. Agencies 
transferred outright to the WMC included the Employment Service, 
the National Youth Administration, the Apprenticeship Training 
Service, and the Training-Within-Industry Service The order 
also transferred supervisory authority over the Office from the Federal 
Security Administrator to the Chairman of the WMC; i. e., from 
Mr. McNutt in one capacity to Mr. McNutt in another capacity. 

This order did not repair the most obvious deficiency in national 
manpower organization: the separation between the task of recruit- 
ment for the armed services and the task of meeting the manpower 
needs of industry and agriculture. Provision was indeed made at 
about this time for discussion of the planned over-all size of the 


18 The State unemployment compensation directors had long suspected the Social Security Board of 
intent to federalize both employment service and unemployment compensation operations, and were 
determined to prevent it from retaining control of the State employment services after the war. When 
the Board came to Congress for an appropriation for employment service operations during the fiscal year 
1943, the State directors succeeded in writing into the bill a specific statement that the State Services must 
be returned after the war, and a further provision that the salaries of employment service workers could 
not be raised above the level prevailing for State employees in the respective States. Employment Service 
workers were thus materially worse off as a result of federalization. They were now subject to the 48-hour 
Federal workweek and a 5 percent retirement deduction, while their basic salaries remained unchanged. 
The Service continued to be an easy recruiting ground for more highly paid jobs in industry and in other 


Federal agencies. Between January and June 1942 some States lost more than a third of their personnel, 
including many key officials. 


4 Executive Order No, 9247, Sept. 17, 1942, 7 Federal Register 7379, 
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armed forces among the Chairman of the War Production Board, 
the Chairman of the War Manpower Commission, and the Joint 
Chiefs of Staff, with differences of opinion to be resolved by decision 
of the President. The War and Navy Departments were planning 
at this time to attain a peak strength of 10.8 million men. After 
-WMC and WPB officials had expressed doubt that the civilian labor 
force remaining would be adequate to equip and supply armed forces 
of this size, the President issued his instructions for consultation on 
the matter. The Chiefs of Staff did not recede from their objective 
of 10.8 million and their plans were approved by the President. 
‘There remained, however, the problem of selecting the number of 
men allotted to the Services in such a way as to cause minimum dis- 
ruption of essential production. Over this vital matter, WMC had 
no control and little influence. The most essential civilian worker 
could volunteer for military service at his own discretion. The 
service departments, and particularly the Navy, opposed any restric- 
tions on voluntary enlistment. Selective Service deferment policy 
was not subject to WMC control—indeed the actions of local Selec- 
tive Service boards were not effectively controlled even from the 
national headquarters of the system. Moreover, the Selective 
Service System was in competition with WMC for the position of 
over-all manpower agency. There was considerable sentiment in 
Congress and in the press for vesting manpower controls in Selective 
Service rather than WMC if and when compulsory controls were 
adopted. 

During August and early September these problems were discussed 
intensively by the Management-Labor Policy Committee of WMC,” 
which had by this time supplanted the Commission itself as the main 
forum for policy discussions. At the same time, the Committee was 
clarifying its position on the explosive issue of national service legis- 
lation. Since its actions on these two matters were closely linked, it 
is necessary to review briefly the background of the national service 
controversy before carrying forward the story of topside manpower 
policy. 

Discussion of the possible need for a national service act had been 
under way within WMC since June. The idea had strong support 


16 For example, S. 2805, introduced by Senator Austin on Sept. 25,1942. This bill would have empowered 
local Selective Service boards to assign to production work any man between the ages of 18 and 65, subject, 
to the established appeals machinery of the Selective Service System. Several other bills to the same 
general effect were introduced in the House and Senate during 1942 and 1943. 

16 This Committee, appointed by the Chairman in June 1942, consisted of four management and four 
labor members presided over by the Deputy Chairman of WMC. The Committee contained several 
very able individuals, and its members were both closer to and more directly concerned with matters of 
labor supply than the Commission members. Thus while it had been originally conceived as a purely 
consultative body, it soon proceeded on its own motion to discuss in detail all important actions proposed 
by the WMC staff and also to propound manpower programs of its own. 
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both within WMC and in the War and Navy Departments, though 
there were wide differences of opinion on the details of the legislation. 
War and Navy officials tended to favor an act similar to the Selective 
Service Act, which would require registration of all persons within 
certain age-groups and their assignment to essential work through the 
local Selective Service boards. The bulk of opinion within WMC 
favored an act similar to the British national service act, which would 
impose obligations on employers as well as workers and would use the 
Employment Service as the central administrative agency. 

In August the Chairman of WMC transmitted recommendations on 
this subject to the President and was instructed to develop the pro- 
posals further in consultation with the Management-Labor Com- 
mittee. Mr. McNutt then convened the Committee and requested 
its advice. Discussion soon revealed that both the labor and manage- 
ment members of the Committee were strongly opposed to national 
service legislation, and this opposition remained unshaken through 
weeks of subsequent discussion. As an alternative to legislation, the 
Committee recommended a program which included termination of 
voluntary enlistments, centralization of military and civilian labor 
supply functions in a single agency, and formulation of a program for 
allocating scarce labor supplies on a voluntary basis. 

The President had taken no public position on national service 
legislation and as late as October 30 told his press conference that 
no decision had been reached and that studies of the whole situation 
were continuing. It had become clear, however, that Congress was 
disinclined to vest compulsory powers in the War Manpower Commis- 
sion. The opposition of management and labor groups to such pro- 
posals had also become increasingly clear. Reports of the WMC 
Management-Labor Committee’s attitude had appeared in the press. 
On October 30, President Green, of the AFL; President Murray, of the 
CIO; and Julius Luhrsen, of the Railway Labor Executives Association, 
took a strong position in opposition to national service. This view 
was expressed to the President at about the same time in meetings of 
his “labor cabinet” and discussions with individual labor leaders. 
Early in November the President informed Chairman McNutt that he 
had decided not to push for national service legislation. 

Mr. McNutt had been the chief public proponent of such legislation. 
In August, without waiting for the Management-Labor Committee’s 
report on the subject, he had stated publicly his belief that some type 
of national service system was inevitable. He repeated this view in 
humerous speeches and public statements during September and 
October, though he expressed opposition to a bill introduced by 
Senator Austin which would have entrusted administration of national 
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service to the Selective Service System (testimony before the Senate 
Military Affairs Committee on S. 2805, Oct. 21, 1942). Mr. McNutt 
appears to have been influenced in this direction by members of his 
staff who favored national service legislation, and the President seems 
also to have encouraged him to test public opinion on the subject. 

With the national service issue out of the way, the President 
turned to consideration of proposed executive orders on manpower. 
The order finally issued on December 5" was based on a draft 
prepared by WMC officials. Among other things it (a) provided for 
transfer of the Selective Service System to WMC; (0) required the 
appointment of a Management-Labor Policy Committee of 16 
representatives of industrial management, labor, and agriculture, 
and directed the Chairman to consult with this Committee before 
taking any action;’* (c) provided for termination of voluntary enlist- 
ment; (d) gave WMC control over policies for military training pro- 
grams carried on in nonmilitary educational institutions; (e) gave 
WMC authority to regulate all hiring and recruitment of workers in 
any area designated as critical by the Chairman; (f) required all 
departments and agencies of the Government to take such action as 
the Chairman, after consultation with the agency in question, might 
determine to be necessary to promote compliance with WMC regu- 
lations. This last provision was weakened, however, by a qualifying 
clause—‘ subject to appeal to the President or to such agent or agency 
as the President may designate.” 

This order established the War Manpower Commission as an 
operating agency with a clear mandate to regulate the hiring of labor 
for civilian work through the Employment Service and to control the 
recruitment of military manpower through the Selective Service 
System. It set the stage for more rapid development of field organi- 
zation and for a complete reorganization of WMC headquarters 
during December 1942. The order also committed the Administra- 
tion definitely to a program of mobilizing civilian manpower by 
voluntary methods rather than through the applications of punitive 
sanctions authorized by national service legislation. The issue was 
not, however, finally resolved at this time. It was to recur several 
times during the next 3 years, and proposals for national service 
were not finally abandoned until April 1945. 


17 Executive Order No. 9279, Dec. 5, 1942, 7 Federal Register 10177. 

18 The first Executive order made no mention of such a committee. The existing committee was ap- 
pointed by the chairman on his own motion in June 1942. As a matter of practice, the committee had 
been consulted on all important actions since that date; and had itself taken the initiative on more than 
one occasion. During the controversy over national service legislation, however, the committee was told 
at one point that it had no legal standing and that consultation with it was merely a matter of courtesy on 
the part of the chairman. The labor members were particularly piqued by this and demanded that the 
chairman write the committee into the new Executive order, which he agreed to do, 
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Adjustment of Industrial Disputes 


More insistent than the problem of labor supply was the problem 
of preventing strikes and lockouts which would interfere with defense 
production. Industrial disputes, which usually increase during 
periods of rising industrial activity, grew in number during the first 


winter of the defense program (chart 22). To reinforce the work of 


existing Federal agencies in this field, the President on March 19, 
1941, appointed a National Defense Mediation Board ™ consisting of 


Cuart 22. Worker Idleness Due to Strikes. 
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four management, four labor, and three public members. The 
Board was authorized to further the settlement of disputes by col- 
lective bargaining between the parties; if this failed, it might suggest 
voluntary arbitration; if both methods failed, it was to prepare 
findings of fact and recommendations, which could be made public. 
Disputes were to reach the Board only through certification by the 
Secretary of Labor after the United States Conciliation Service had 
been unable to settle them. 

During its 10 months of life the Board received 118 cases, of which 
96 had been adjusted when it ceased operation. The remainder were 
transferred to its successor, the National War Labor Board. Under 
the guidance of Chairman W. H. Davis, a vigorous advocate of media- 
tion and voluntary collective bargaining, the Board attempted to 
work out in each case a solution agreeable to the parties. A substan- 
tial majority of the cases was disposed of by agreement of the parties 


19 Executive Order No. 8716, Mar. 19, 1941, 6 Federal Register 1532-33. 


Mobilizing Labor ) 191 


either before or during Board hearings, and formal recommendations 

were made in only 30 cases. A formal recommendation by the Board 

was usually complied with forthwith, though in a few cases a special 

appeal by the Chairman or a prominent labor member of the Board 

was necessary to secure labor’s acceptance of Board decisions. In 

~ only three cases was intervention by the President necessary to secure 
compliance.” 

The Mediation Board became inoperative early in November 1941 
after the resignation of its two CIO members following a Board deci- 
sion in the ‘captive’ coal mine cases, involving the United Mine 

Workers of America and several leading steel companies operating 
coal mines in the Southern Appalachian area.”* The Mine Workers 
had demanded that the steel companies sign the standard ‘“ Appala- 
chian Agreement” already concluded with other employers in the area 
and which contained a union shop clause. The companies had re- 
fused to agree to the union shop. Although more than 95 percent of 
the workers in the “‘captive’’ mines were already union members, both 
parties persisted ,in their position and the case was certified to the 
Board. After hearings before a Board panel and later before the full 
Board, punctuated by two strikes in the mines, the Board finally 
decided not to recommend the union shop on the ground that it was 
not essential to protect the security of the union.” The Board’s 
decision was supported by the President in a conference with union 
and steel industry officials on November 14, in which he said among 
other things: “I tell you frankly that the Government of the United 
States will not order, nor will Congress pass legislation ordering, a 
so-called closed shop.” The CIO, with which the United Mine 
Workers was affiliated at that time, denounced the decision in strong 
terms. The two CIO members of the Board, who had dissented from 
the November 10 decision, submitted their resignations and thereby 
made effective functioning of the Board impossible. While cases 


20 In the North American Aviation case, the union called a strike during mediation in violation of an agree- 
ment with the Board. [In the Federal Shipbuilding case, the employer refused to accept a recommendation 
for inclusion of a maintenance of membership clause in the contract. In the Air Associates case, the em- 
ployer refused to accept a recommendation that striking employees be returned to work without discrimi- 
nation. The President by Executive order directed the Navy to take possession of the Federal Shipbuild- 
ing yards, while the other two plants were placed under Army control. 

21 Case No. 20 B. Hearings, Sept. 17-19, 24-25, Oct. 7-9, Oct. 31-Nov. 10. Final recommendations of 
the Board issued Nov. 10. Strikes Sept. 15-22, Oct. 27-Nov. 3, Nov. 17-24, 1941. 

22 Department of Labor. Bureau of Labor Statistics. Bulletin No. 714, Report on the Work of the Na- 
tional Defense Mediation Board, Mar. 19, 1941-Jan. 12, 1942. Opinion of Chairman W. 4H. Davis, in Na- 
tional Defense Mediation Board Case No. 20 B, Nov. 10, 1941, pp. 122-126. 

2 The text of the President’s statement appears in Bureau of Labor Statistics Bulletin No. 714, Report 
on the Work of the National Defense Mediation Board, Mar. 19, 1941-Jan. 12, 1942. This report also 
contains the other documents pertinent to this case. After another strike in protest against the Board’s 
deicision, the union on Nov. 22, accepted the President’s proposal that a three-man ai bitration board be 
appointed to adjudicate the dispute. This board, consisting of John Steelman, John L. Lewis, and Benja- 


min Fairless; on Dee. 7 issued a 2 to 1 decision in favor of a union-shop clause. 
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continued to be certified and the Board continued to exist, it remained 
inactive pending clarification of its status. 

The outbreak of war made it imperative to revive the Board or to 
find some alternative method of preventing strikes. Congressional 
interest in strike prevention, which had been aroused by the coal 
mine dispute, grew still stronger after Pearl Harbor, and it appeared 
likely that drastic antistrike legislation would be passed unless immedi- 
ate action was taken by the Executive Branch.“ On December 14, 
the President invited 12 employers and 12 union officials to attend a 
conference on wartime labor relations, which was to convene in 
Washington on December 17.% Chairman Davis of the National 
Defense Mediation Board was named moderator of the conference and 
Senator Elbert Thomas, chairman of the Senate Committee on Educa- 
tion and Labor, was made associate moderator. 

The object of the conference was to secure from the labor and 
management representatives an agreement that they would not resort 
to strikes or lock-outs during the war and that they would submit 
unsettled disputes to a Government agency. It quickly developed 
that there was general agreement on these objectives. The conference 
bogged down, however, on the union-shop issue which had wrecked 
the NDMB. Labor representatives insisted that extension of the 
union shop be recognized as a legitimate union objective in wartime, 
and that the proposed war labor board have authority to adjudicate 
union-shop demands; their hope was that the Board would grant 
such demands or at least go some distance in this direction. The 
employers insisted just as strongly that the union shop should not 
be made a subject of Government arbitration. They also proposed 
at first that open- and closed-shop arrangements be frozen for the dura- 
tion of the war, which was the policy followed in World War I. They 
later modified their proposal, however, to provide that existing union- 
shop contracts were not to be disturbed and that new union-shop 
contracts might be arrived at by voluntary negotiations between 
unions and employers. 

This deadlock presented the President with a difficult problem. <A 
new Board could not be created without deciding, at least by implica- 
tion, whether its jurisdiction was to include disputes over the union 
shop. Yet to decide either way on this issue might alienate one of the 


4 On Dec. 3, the House by a vote of 252 to 136 passed H. R. 6066, introduced by Representative Smith of 
Virginia. This bill provided for a 60-day notice for the calling ofa strike, a secret strike ballot under Govern- 
ment supervision and calling of a strike only after a majority vote, freezing of open and closed-shop arrange- 
ments for the duration, severe restrictions on picketing, prohibition of jurisdictional and sympathy strikes 
and of all boycotts, registration and filing of financial reports by all unions, and numerous other controls 
over union activities. The bill went to the Senate Committee on Education and Labor, which had this 
and several similar measures under consideration at the time of Pearl Harbor. 

45 Six of the labor officials were nominated by the AFL and six by the CIO. The employers were chosen in 
consultation with the chairman of the Advisory Council of the Department of Commerce. 


groups on whom successful operation of tripartite Board would depend. 
Moreover, if the new Board was to arbitrate union-shop disputes, it: 
might speedily founder on this issue as its predecessor had done. 

When Mr. Davis advised the President on December 22 that an 
impassé had been reached, the President instructed him to reconvene 
the conference at 2 p. m. the following day. During the morning of 
December 23 the President met with Mr. Davis and Senator Thomas. 
When the conference met at 2 o’clock, Mr. Davis read to it a letter from 
the President accepting their “general points of agreement” that there 
should be no strikes or lock-outs and that a War Labor Board should 
- be created to handle industrial disputes. While there was no direct 
mention of the union-shop issue, the letter clearly implied that no sub- 
ject of dispute should be excluded from consideration by the Board. 
It was thus in effect a decision for the labor position. The employer 
members of the conference issued a public statement in which, while 
accepting the decision to create a War Labor Board, they reiterated 
their view that it should not accept union-shop disputes and reserved 
the right to argue this point before the Board. 

The Executive order creating the National War Labor Board was 
drafted in the Bureau of the Budget in consultation with Mr. Davis, 
Mr. Hillman, Secretary Perkins, and others. The chief question 
which arose was whether any general principles should be laid down to 
guide the Board in deciding disputed issues—for example, wage 
demands—or whether the Board should be left entirely free to develop 
its own criteria. Mr. Davis, a firm believer in the common-law 
approach, argued for the latter course and in the end this view pre- 
vailed. As finally issued on January 12, the order provided merely 
that “the Board shall finally determine the dispute, and for this pur- 
pose may use mediation, voluntary arbitration, or arbitration under 
rules established by the Board.” * 

In imposing what amounted to compulsory arbitration the order 
went beyond anything contemplated by the members of the Decem- 
ber conference. Both the industry and labor proposals at that con- 
ference envisaged a body similar to the National Defense Mediation 
Board which, in the event of continued disagreement between labor 
and management, would have authority merely to make public its 
findings and recommendations. Under the Executive order, however, 
the War Labor Board was made final arbitrator of all disputes and the 


% Executive Order No. 9017, Jan. 12, 1942, 7 Federal Register 237. The Board was to consist of four industry, 
four labor, and four public members. The Board was authorized to take jurisdiction of a dispute after a 
certification by the Secretary of Labor that the Conciliation Service had been unable to settle it or, after 
consultation with the Secretary, the Board might take jurisdiction on its own motion. All employees, 
records, and funds of the National Defense Mediation Board were transferred to the NWLB, and W. H, 
Davis, who was chairman of the ND MB for the last 6 months of its life, became chairman of the NWLB. 
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full force of the President’s war powers was placed behind its decisions. 
Decisions of the Board could be enforced, and were subsequently en- 
forced in several important cases, through seizure of plants and their 
operation by the War Department, the Navy Department, or some 
other Government agency. The Board thus became a regulatory 
rather than a mediatory body, with authority over wages, hours, 
conditions, and all the other terms of union agreements. Suspension 
of strikes meant virtual suspension of collective bargaining for the 
duration of the war and the substitution of Government decisions 
for the results of union-employer negotiation. The public members 
of the Board were faced inescapably with the problem of how far they 
should compel employers to grant demands which the unions would 
normally at a time of high employment have been able to win by 
striking, but which they could not longer win in this way because of 
the no-strike pledge. 

The most insistent union demands confronting the Board were for 
wage increases and the union shop. The reiteration of the same de- 
mands and arguments gradually convinced the public members that 
strictly case-by-case approach was impossible and that guiding prin- 
ciples must be developed on these issues. The basic policies of the 
Board with respect to wages and union status were hammered out 
during the first 8 or 9 months of its operation and were not greatly 
changed in later years. Feeling ran high on both issues, and either 
could have wrecked the Board by bringing about the resignation of 
the industry or labor members. Only the insight and skill of the 
public members, and particularly of Chairman Davis, made possible 
the development of compromises which won acquiescence if not full 
agreement. 

The issue of union status was not new to the public members, 
several of whom had been members of the National Defense Mediation 
Board. Even had the public members wished to grant labor’s 
demands for a union shop, they were precluded from doing so by the 
intense opposition of ind ustry to this provision and by the President’s 
statement of November 14 that the Government would not compel 
workers to join a union. On the other hand, they felt that at a time 
when Government was preventing the unions from winning their 
demands by direct action, the unions deserved some protection against 
possible employer attacks and membership dissatisfaction. 

After a few months of experimentation, the Board hit on a compro- 
mise which save some measure of union security without going as far 
as a union shop. This was the “maintenance of membership clause,” 
which had appeared in a few union agreements before 1940 and had 
been recommended by the National Defense Mediation Board in a 
number of cases. It did not require nonmembers of the union to join, 
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but did require people already in the union to remain in it for the 
duration of the union contract as a condition of employment. As a 
result of criticism by industry members of the Board, the clause was 
shortly amended to include an “escape period.’”’ This permitted any 
union member to resign from the union within a stated period— 
usually 15 days—after a Board decision ordering maintenance of 
membership. The industry members regularly dissented from all 
Board orders on this subject, but their dissent was considerably less 
vehement after the escape provision was added. 

With a few outstanding exceptions, the employers appearing before 
the Board accepted and complied with Board policy on this matter, 
though the great majority were in hearty disagreement with it. On 
several occasions leading industrialists endeavored to persuade the 
President to bring about a change in the Board’s policy. The Presi- 
dent declined, however, to override the judgment of the public mem- 
bers. By the fall of 1942 the crisis had been passed and Board policy 
on this issue had settled into a form which remained virtually un- 
altered for the remainder of the war.” 

In the field of union security the Board was free to work out its own 
compromises. Regarding wages, however, it was obliged to work 
within the confines of the national price stabilization policy. More- 
over, because of continued increases in the cost of living, the Board 
remained throughout the war under almost continuous labor pressure 
to permit increases in wage rates. In spite of recurring wage crises, 
however, and in spite of numerous concessions to the labor viewpoint, 
the basic principles of wage adjustment worked out during the summer 
and fall of 1942 remained as the general framework of Board policy 
until the end. 

The National Defense Mediation Board had no wage policy. Com- 
mitted to settling disputes through voluntary agreement of the parties 
wherever possible, it looked with favor on any wage schedule which 
the parties could be brought to accept. Indeed, throughout 1941 the 
Office of Price Administration was much more interested in stabiliza- 
tion of wages than NDMB. Mr. Henderson, however, opposed sug- 
gestions advanced by Mr. Baruch and others during the summer of 
1941 that OPA be given wage-control functions and urged the Presi- 
dent to handle this problem through existing labor agencies or a special 
Board. The President’s message to Congress on price control de- 
livered July 30, 1941, implied that this approach would be followed 


27 It should be understood that maintenance of membership was ordered only where an open shop had 
previously prevailed and the union was demanding a union shop. Where a union shop had previously 
been in effect, the Board would not order any weakening of the union shop in a new contract. So numerous 
were Board orders on maintenance of membership, however, that a survey of union agreements in the 
summer of 1945 indicated that maintenance of membership clauses, almost unknown before the war, were 
actually more frequent than union-shop clauses. 


and did not recommend that wage control be included in the proposed 
legislation. An amendment to the price control bill introduced by 
Representative Gore which would have frozen wages along with 
prices and rents was defeated in the House. As finally enacted on 
January 30, 1942, the bill contained only one vague reference, inserted 
in the Senate, to the subject of wages: 

It shall be the policy of those departments and agencies of the Government 
dealing with wages . . . within the limits of their authority and jurisdiction, 
to work toward a stabilization of prices, fair and equitable wages, and cost of 
production. 

The War Labor Board thus entered on its work without any clear 
instructions on wage policy from Congress or the President. Fre- 
quent discussions of this subject by the Board during February and 
March revealed much disagreement and uncertainty. The industry 
members favored immediate establishment of a general wage policy 
directed toward stabilizing wage rates at the level of January 1, 1942, 
with exceptions only to correct substantial wage disparities in an in- 
dustry or to relieve actual hardship. The labor members, sensing 
that any general wage policy would tend in the direction of a wage 
“freeze,”” opposed establishment of a general policy and argued for 
continuation of the case-by-case approach used by the NDMB. Mr. 
Henderson on several occasions urged the Board to adopt a firm wage 
control policy in order to make price control effective. Since OPA 
had not yet established any direct control over the cost of living, and 
since the Board had no instructions on wages from the President, the 
public members did not feel able to override labor’s objections to wage 
control. The Board therefore continued for several months longer to 
operate on a case-by-case basis, and the general level of wages con- 
tinued to rise at an accelerating rate. 

The strategic position of the public members was improved by the 
President’s seven point anti-inflation program submitted to Congress 
on April 27, 1942, and by the almost simultaneous announcement by 
OPA of a general maximum price regulation designed to freeze retail 
prices at March 1942 levels. The public members were now able to 
argue convincingly that, if retail prices were effectively stabilized, 


standard of living, and also that unless wage increases were controlled 
the price stabilization program could not succeed. They had also the 
support of a statement by the President in the anti-inflation message 
that “we must stabilize the remuneration received by individuals for 


During May and June there was intensive discussion of how to apply 
the intent of the President’s Program to specific wage disputes before 
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the Board. In these discussions were developed the criteria which 
the Board was later to use in passing on wage increases and which were 
eventually formalized in Executive orders. 

There emerged, first, the notion of a “standard wage”, i. e., a wage 
which was fair and equitable as of some base date. The base date 
eventually chosen was January 1, 1941, which marked the end of a 
period of relative stability in wage rates and living costs. But be- 
tween January 1, 1941, and May 1, 1942, the cost of living index had 
risen by almost 15 percent. Were workers receiving a ‘‘standard 
wage” on January 1, 1941, thereby entitled to a wage increase of 15 
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percent in order to keep pace with the cost of living? The Office of 
Price Administration argued strongly in the negative, on the ground 
that the real living standards of all economic groups—including work- 
ers—were bound to fall during wartime and that any effort to prevent 
such a fall would be inflationary. In early discussions of the matter 
in the Board, Chairman Davis seemed also to be of the opinion that 
cost of living increases should not be fully offset. Butin the precedent- 
making Little Steel cases decided July 16, 1942, the Board used the 
full 15 percent in computing the wage increase which should be al- 
lowed the steelworkers. The explanation offered in the Board’s 
opinion was that most workers had already received increases of 15 
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percent or more and that it would be inequitable not to allow as much 
to the steelworkers. 

This decision was rapidly generalized into the so-called Little 
Steel formula, under which any group of workers whose straight-time 
hourly earnings had increased by less than 15 percent since January 1, 
1941, was entitled to increases sufficient to bring them up to this level. 
Nothing was said at this time as to whether the wage formula would 
be adjusted upward if the cost of living continued to rise. The opinion 
in the Little Steel case, however, and other statements of the public 
members implied that it would not be altered. In spite of intense 
labor pressure on several occasions, the Little Steel formula did remain 
unchanged and constituted the cardinal pomt of WLB wage policy 
until the end of the war. 

The story of wage stabilization from early 1943 until the end of the 
war is essentially the story of how the public members of the Board, 
the directors of OES and OWMR, and the President himself, con- 
ducted an elastic defense of the Little Steel formula. Onslaughts on 
the formula were countered by (1) intensified efforts to stabilize or 
reduce the cost of living. The extension of dollar-and-cents price 
ceilings and the attempted roll-back of food prices in April-May 1943 
were directly related to AFL and CIO demands for abandonment of 
the Little Steel formula. After the National War Labor Board had 
formally voted down such a demand on March 22, the President’s 
“labor cabinet’? met with him on April 1 and told him they were not 
renewing their request for wage increases but were asking instead 
for reductions in food prices to the level of September 15, 1942. Im- 
mediately following this conference, the OPA programs just mentioned 
were inaugurated. (2) Increasing workers’ take-home pay without 
. Increasing basic wage rates through fairly generous grants of incentive 
wage systems, night-shift differentials, paid holidays, vacations with 
pay, and other ‘fringe’? wage demands. Members of the Adminis- 
tration whose primary concern was with price stabilization tended to 
feel that the Board went too far in this direction and attempted to 
limit its discretion. The public members of the Board felt that they 
had to go some distance to maintain labor support of the Board, and 
insisted that they be given considerable latitude. On the whole, the 
public members were fairly successful in walking a tightrope between 
OPA and OES on one side and the labor organizations on the other; and 
labor discontent was held within limits without disrupting price ceil- 
ings. (3) Liberalizing other parts of the Board’s wage policy such 
as the policy toward substandard wage rates. Such changes permitted 
large groups of workers to obtain general wage increases without any 
alteration of the Little Steel formula. 


Two other grounds on which wage increases might be justified were 


err 
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_ worked out during this formative period. Even though a group of 
_ workers had received a 15 percent increase since January 1941, they 
might receive a further increase if their wage rates were “substandard,”’ 
i. e., inadequate to support a minimum level of decent living. This. 
was accepted by the public members from the beginning as a valid 
basis for wage increases. The first major application of the principle 
was in the granting of a general increase of 7% cents per hour to the 
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cotton textile workers. It was also laid down at an early point that 
wage increases might be necessary to correct ‘““inequalities”’ or “in- 
equities’, i. e., wage rates seriously out of line with rates paid by 
other plants for similar work, or rates for one J ob in a plant which were 
out of line with other rates in the same plant. This principle, how- 
ever, remained rather unclear for some time. It was not at all certain 
in the summer of 1942, for example, whether it was inequities within 
an industry or an area which were to be eliminated, nor was it clear 
how much levelling-up of rates was required to eliminate an inequity. 

A fourth basis for wage increases—to induce workers to move to or 
remain on critical war jobs—was early urged on the Board by WMC, 
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WPB, and the procurement agencies. The Board adopted an in- 
creasingly cautious attitude toward such proposals as their potenti- 
alities became apparent. Policy on this subject was clarified rela- 
tively late—October and November 1942—and included two points: 
first, as a general rule the Board would not adjust wage rates to influ- 
ence the flow of labor; second, it would consider action in critical situa- 
tions provided the War Manpower Commission had taken all actions 
within its power and provided it could be shown that wage adjustments 
would actually increase labor supplies in the plant in question. These 

limitations were imposed to prevent WMC from relying on manipula- 
tion of wage rates to solve labor shortages instead of undertaking direct 
regulation of the movement of labor. The Board was able to main- 
tain this position in part because wage rates in munitions industries 
had risen considerably more than wages in other industries before 
wage stabilization was undertaken, and wage differentials were 
favorable to a flow of labor into war industries. 

The President’s message of April 27 had called for stabilization of 
all wage rates. The War Labor Board had jurisdiction, however, 
only over wage rates coming before it in dispute cases. Neither it nor 
any other agency had authority to control wage increases made volun- 
tarily by employers. This problem was discussed repeatedly at inter- 
agency meetings during the summer of 1942, but no action was taken 
until the President on September 7 asked Congress to amend the 
Price Control Act so as to permit tighter control of farm prices and of 
wage regulation. The history of this message, of the amended act 
passed by Congress on October 2, and of the stabilization order issued 
by the President on October 3 is outlined in Chapter 9. In order to 
round out the story of wage control, it is necessary merely to recall 
that the Executive order gave the War Labor Board jurisdiction over 
all wage rates and not merely those involved in labor disputes, and 
that it forbade wage increases above the level of September 15, 1942, 
without the approval of the Board. The Board was directed to ap- 
prove increases only when “necessary to correct maladjustments or 
inequalities,’’ i. e., maladjustments relative to the cost of living, cov- 
ered by the Little Steel formula; ‘‘to eliminate substandards of living”; 
“to correct gross inequities,” i. e., unreasonable inequalities of wage 
rates between plants or within plants; or “to aid in the effective prose- 
cution of the war’ by facilitating the flow of manpower in desired 
directions. The exceptions written into the order thus corresponded 
with the four grounds for wage increases which the Board had de- 


28 The first important action taken on this ground was the granting on Oct. 16 of a $1-a-day increase to 
nonferrous metal miners in the mountain States, where critical shortages of miners existed. This action 
was taken, however, only after the War Manpower Commission had issued an order ‘‘freezing” nonferrous 
metal workers in their jobs. It was in connection with this case that the Board enunciated its policy of 
acting on manpower problems only in support of action taken by the agencies directly concerned. 
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veloped in previous months. On November 6, the Board, in out- 
_ lining its detailed procedures for wage regulation, took occasion to- 
restate and elaborate these four principles.” They were to remain 
central to Board policy for the next 3 years, and argument was to 
center mainly about detailed modification and reinterpretation of 
them. 

The order of October 3, which greatly increased the Board’s work- 
load, forced it to lighten its burden by a sweeping program of de- 
centralization. During the next few months 10 regional Boards were 

established and given initial jurisdiction over voluntary applications 
for wage increases and also over dispute cases except those of national 
importance which the national Board might take on its own motion. 
Authority over particular industries was delegated to panels or com- 
missions in the building construction, shipbuilding, trucking, and 
west-coast lumber industries. Industries placed under a commission 
were thereby removed from the jurisdiction of the regional boards, 
which operated on a territorial basis; discussion of the relative empha- 
sis which should be placed on industrial and territorial units continued 
throughout the life of the Board, with the tendency being to create 
more and more industry units. Finally, the Board delegated to the 
War Department, the Navy Department, and a long list of other Gov- 
ernment agencies authority over the wage rates of their own em- 
ployees.*° 

In general, it can be said that the Board moved faster and farther 
in the direction of decentralization than most of the other war agen- 
cies. Decision on the less important disputes and wage applications 
was brought closer to the parties, and the time of the national Board 
was freed for consideration of major issues. This was true not only 
as regards delegation of authority to the field, but also as regards the 
Washington organization itself. Over the course of time appeals 
from regional board and industry commission decisions came to be 
heard by a tripartite appeals committee, whose recommendations 
were almost invariably accepted by the Board; authority for many 
wage decisions was delegated to the Chief of the Wage Stabilization 
Division and finally a group of alternate Board members was created 
to handle most of the routine work-flow. The time of the “Big Board” 
was thus freed to an unusual extent for extended discussion of major 
policy issues. The price of these gains was considerable variation in 
the application of Board policy—particularly wage policy—from one 


"a0 NWLB Press Release B-284, Nov. 6, 1942. 

30 The main steps by which this decentralization program was accomplished are described in the following 
NWLB orders and releases: General Orders 14 (7 Federal Register 9860), 17 (7 Federal Register 10204), 18 (7 
Federal Register 10204), 19 (7 Federal Register 10518), 20 (7 Federal Register 10519), 21 (7 Federal Register 10519) 
24 (7 Federal Register 11109), 25 (7 Federal Register 11109), and 13-A (7 Federal Register 10770); also Press Re- 
leases B-273, B-309, B-312, B-350, B-357, B-360, B-380, B-394, B-396, and B-423. 
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industry or region to the next, and a rather lengthy appeal procedure 
from local panel to regional board to national appeals committee to 
national Board, with occasional ricochetting of cases back and forth 
between these levels. 

By the end of 1942, then, the Board had surmounted the initial 
crises over union security and wage policy, won substantial acceptance 
from labor and management, worked out a modus vivendi with other 
Government agencies in bordering fields, received an extension of its 
jurisdiction to cover all wage rates, developed the broad outlines of its 
wage strategy, and shaken down its administrative organization into 
semifinal form. The only subsequent events requiring consideration 
in this history were the occasional crises in wage policy alluded to 
above. 


CHAPTER 


O 


Informing the Public 


WO DAYS after Pearl Harbor, President Roosevelt in a press 

conference outlined the policy of the Government in issuing 

war news. News to be released must be true, but also it must 
not give aid and comfort to the enemy. He added that the decision 
to release or not to release war news was up to the heads of the War 
and Navy Departments. On the same day in a radio address to the 
American people, he said in part: 

We are now in this war. We are all in it all the way. Every single man, 
woman, and child is a partner in the most tremendous undertaking of our American 
history. We must share together the bad news and the good news, the defeats 
and the victories—the changing fortunes of war. 

_ . . This Government will put its trust in the stamina of the American people, 
and will give the facts to the public as soon as two conditions have been fulfilled: 


First, that the information has been definitely and officially confirmed; and, 
second, that the release of the information at the time it is received will not prove 


valuable to the enemy directly or indirectly. 

To carry out these policies the Government had to set up ma- 
chinery for safeguarding information and to expand greatly the facili- 
ties available for the dissemination of information both at home and 
abroad. On the domestic front it was the job of the information 
agencies to help keep 130 million Americans working full speed to get 
the war work done, whether this involved carrying a rifle, piloting a 
plane, producing food, working in a factory, or sitting at a desk. 
Abroad, it was the job of these agencies to help keep the United Na- 
tions working together with maximum effort toward common goals, 
and to convince the world that in the long run the United Nations 
could not be beaten, and that a fair peace could be realized only with 


a United Nations’ victory. ae 
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On all of these topics the Government had to provide as much in- 7 
formation as possible, consistent with military safety, to maintain 
the highest degree of truth and at the same time to be persuasive, to 
provide information at the right time, to distribute this information 
on the broadest possible scale, and through as many communication 
channels as possible, and to counteract enemy propaganda at home and 
abroad. 

The German, Italian, and Japanese Governments attempted to sow 
seeds of disunion among the Allies. Axis short-wave radios sought to 
create distrust between England and the United States, to portray 
the Nazi attack upon Russia as a crusade against communism and to 
spread the view in this country, as well as in Asia, that both Britain 
and America were engaged in a racial war against the colored peoples 
of the earth. Soon after Pearl Harbor, a Nazi broadcaster to America 
shouted: ‘‘British naval circles are finding encouragement in the defeat 
suffered by the United States.’””! German broadcasts charged that 
landing of American troops in North Ireland in January 1942 was 
timed ‘‘to coincide with Roosevelt’s gradual absorption of Australia 
and Canada,” that “American foreign policy is dictated from Down- 
ing Street rather than from Washington, and will leave America hold- 
ing the bag,” and that “the British Empire is dissolving like a lump 
of sugar into Roosevelt’s teacup”. Special efforts were also made to 
disrupt Western Hemisphere amity by accusing the United States of 
imperialist aims in Latin America. 

The Axis propagandists found fertile soil for some of their disrup- 
tive activities in the pessimism, intolerance, and apathy of certain 
elements of the American people. Surveys of the press and samples 
of current public opinion show that signs of frustration and dis- 
sension became apparent in certain sections all too soon after Pearl 
Harbor. While the majority recognized the seriousness of the war, 
were determined to win it, and approached post-war problems with 
a high measure of idealism, certain elements sought to limit American 
participation in the war to the protection of American territory, 
portrayed the British as craven, incompetent, and responsible for 
American involvement in the conflict, pictured Russia as a menace 
to Western civilization, and sought to undermine public confidence 
in the good faith of the United States Government. 

Confidential Government surveys showed that the United States 
faced such information problems as the following: an insufficient 
recognition in some quarters of the need for waging offensive rather 
than defensive warfare; a tendency to underestimate the enemy and 
the magnitude of the war job; considerable distrust of the British 
and Russians and some lack of faith in their future cooperation; 


1 Federal Communications Commission Monitoring Digest, Dec. 15, 1941 (mimeo). 
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ignorance of the nature and interrelationships of the economic con- 
trols necessary to regulate the cost of living; failure to comprehend 
the need to curb excess buying power as a means of preventing infla- 
tion; a widespread lack of mutual confidence between groups, partic- 
_ ularly between labor and other groups; and a feeling on the part of a 
substantial minority that the Government was giving the people 
inadequate information about military and naval events. 

The handling of the news regarding the attack on Pearl Harbor 
presented in acute form most of the information problems facing our 

Government at war. It was imperative to keep the Japanese from 
finding out anything about damage done that would be of use to 
them. The public relations offices of the Army and Navy imposed 
a strict silence at first and referred the newsmen to the White House, 
which furnished a statement giving few details. American news- 
papers and broadcasters employed accounts of the disaster obtained 
from Japanese sources. Although these sources were identified, the 
use of them conveyed to the public an enemy version of the events 
which raised doubts about the adequancy and accuracy of American 
official information. While Secretary Knox issued a report a week 
later which was based on first-hand observations, and while a special 
Board of Inquiry headed by Supreme Court Justice Roberts made 
a report in January, rumors exaggerating the damage persisted and 
the President had to deny these rumors in his radio talk of February 
23, 1942. 

Under a regime of freedom of the press, success in the dissemination 
of war information depends in last analysis upon securing the cooper- 
ation of the press and radio. If Government releases are to be run 
as news items, if Government messages are to be broadcast to radio 
listeners, or if Government themes are to be shown in the newsreels 
or in motion picture shorts, the industries concerned must volunteer 
their services. Negatively, the Government had to rely upon the 
voluntary cooperation of the press and radio to refrain from publishing 
materials which would serve the purposes of the enemy. 

In time of war, the person in the United States who can command 
the fullest cooperation of the press and radio is the President. 
Franklin D. Roosevelt’s audiences now became world-wide. To 
unequalled American radio audiences were added the listeners to 
American and British short-wave broadcasts. 

On the psychological front as well as the military front President 
Roosevelt carried the battle to the enemy. In his radio address of 
December 9, 1941, he defined the role of the United States as reaching 
far beyond mere defense against unwarranted attack: 


The true goal we seek is far above and beyond the ugly field of battle. When 
we resort to force, as now we must, we are determined that this force shall be 
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directed toward ultimate good as well as against immediate evil. We Americans 
are not destroyers—we are builders. We are now in the midst of a war, not for 
conquest, not for vengeance, but for a world in which this nation, and all that 
this nation represents, will be safe for our children. We are going to win the 
war, and we are going to win the peace that follows. 

Most of the press and radio commentators followed the President’s 
lead in picturing the war in planetary terms, accepting the kinship of 
all peoples fighting fascism, and defining our goal as nothing less than 
total victory. In his address of January 6, 1942, the President 
amplified his position and listed the following war themes: All-out 
production, civilian sacrifices, offensive warfare, protection of the four 
freedoms, the nature of the conspiracy against us and against our way 
of life, the counter-strategy of the United Nations, and the necessity 
for guarding against complacency on the one hand and defeatism on 
the other. In his radio address on Washington’s Birthday, the Presi- 
dent took up the cause of the United Nations and made an eloquent 
plea for cooperation and comradeship with our Allies. Among other 
important addresses that the President made during the first 9 months 
of the war should be mentioned his radio address of April 28, 1942, 
outlining a seven-point program for control of the cost of living. 

It was the task of the information agencies to follow the President’s 
lead and carry the war of words to the enemy. Among the organi- 
zation questions to be decided were whether censorship and informa- 
tion activities should be combined, whether domestic and foreign 
information should be disseminated by the same agency, and whether 
there should be a centralized war information office which would 
serve all of the war agencies. 


Censorship 


The attack on Pearl Harbor found the United States with no organi- 
zation to prevent valuable information from reaching the enemy 
since censorship was not regarded as a proper function for our Gov- 
ernment in time of peace. The First War Powers Act conferred on 
the President the powers of censorship. He had to decide how and 
by whom these powers would be exercised. He was faced with the 
question whether to follow in the footsteps of President Wilson, who, 
in World War I, delegated to George Creel, Chairman of the Com- 
mittee on Public Information, responsibility for both war information 
and voluntary censorship. Mr. Creel’s office laid down the rules 
for the voluntary censorship of the press and was also a central source 
for war information. The British experience with its Ministry of 
Information which combined censorship and propaganda functions 
had not been particularly happy. 


While no censorship organization existed, plans had been worked 
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_ on for more than 20 years by representatives of the Army, Navy, 
Post Office, and Justice Departments. Early in 1941 the Joint Army 
and Navy Board presented to President Roosevelt a plan for censor- 
ship in case of war which provided that the President appoint a 

Director of Censorship who would have no responsibility for issuing 

information. The plan did not stipulate that the Director should 
be a civilian, although such a provision had been in the plan of the 
old Censorship Board of World War I. Under the 1941 plan, the 
President was to designate an Army officer as chief postal and wire 
censor and a Navy officer as chief radio and cable censor. The Presi- 
dent approved this plan on June 4, 1941, and appointed a committee 
the following November under the chairmanship of the Postmaster 
General to work out the details. The Committee asked the Director 
of the Federal Bureau of Investigation to make a comprehensive 
study of the subject. This study, completed on December 7, recom- 
mended that there should be no restrictions on the President in the 
selection of a Director who would be given absolute authority over 
censorship. 

President Roosevelt established the Office of Censorship on Decem- 
ber 19, 1941, by Executive order under the authority of the First 
War Powers Act.2 In announcing the establishment of the Office 
of Censorship and the appointment of Byron Price, Associated Press 
executive, as Director of Censorship, he said: 

All Americans abhor censorship, just as they abhor war. But the experience 
of this and of all other nations has demonstrated that some degree of censorship 
is essential in wartime, and we are at war. 

The important thing now is that such forms of censorship as are necessary shall 
be administered effectively and in harmony with the best interests of our free 
institutions. 


The order read in part as follows: 


The Director of Censorship shall cause to be censored, in his absolute discre- 
tion, communications by mail, cable, radio, or other means of transmission 
passing between the United States and any foreign country or which may be 
carried by any vessel or other means of transportation touching at any port, 
place, or territory of the United States and bound to or from any foreign country, 
in accordance with such rules and regulations as the President shall from time 


to time prescribe. 

The Office of Censorship had two main objectives. One was to 
prevent the transmission in or out of the country of information 
which might be useful to the enemy. This function included the 
interception of information regarding sabotage, espionage, and sub- 
versive activities, and the prevention of the entrance of harmful 
propaganda. The other objective was to obtain information from 
the communications examined which might be of value to the prose- 


3 Executive Order No. 8985, Dec. 19, 1941, 6 Federal Register 6625, and 55 Stat, 838. 
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cution of the war; i. e., intercepts on conditions in enemy countries, 
on attempted evasion of export and import regulations, on enemy 
shipping, on available sources of war materials, on new industrial 
developments of military importance, and on financial transactions 
that were related to the war. The agency was entirely divorced 
from the job of giving out information. 

Censorship operations actually began on December 7, 1941, when 
the President directed the Navy Department to censor cable and radio 
communications and the War Department to censor postal communi- 
cations going in and out of the country. When the Office of Censor- 
ship was established, a Cable Division under the leadership of naval 
officers and a Postal Division under the leadership of Army officers 
became the two principal operating divisions. 

Voluntary censorship of the domestic press and radio was author- 
ized, not by the Executive order, but by a Presidential letter to the 
Director of Censorship on January 27, 1942. The letter stated: 

As President of the United States and Commander in Chief of the Army and 
Navy, I hereby authorize and direct you in your capacity as Director of Censor- 
ship to coordinate the efforts of the domestic press and radio in voluntarily 


withholding from publication military and other information which should not 
be released in the interest of the effective prosecution of the war. 


Press and radio censorship was accomplished by the issuance of 
codes stating what might and might not be published and requesting 
voluntary compliance of press and radio. To a great extent, the 
War and Navy Departments and the Maritime Commission deter- 
mined the kind of restrictions which went into these codes. While 
most of the military information was censored at source by the Army 
and the Navy, it was possible for the private news agencies to get 
information from nonofficial sources about troops, ships, fortifica- 
tions, and war production which would be of value to the enemy. 
The Office of Censorship established a small Press Division and 
a small Radio Division to formulate the codes and guide their 
interpretation. 

The Press Division developed the following principles to govern 
its administration of voluntary censorship: 

1. Voluntary censorship must deal only with questions involving war security. 

2. It must never base a request on any security consideration which may be 


questionable, The danger to security must be real, and must be backed by a 
solid and reasonable explanation. 


3. It must avoid any interference whatever with editorial opinion. Such 
opinion could not possibly be controlled on a voluntary basis, even if it were 
desirable. 

4. It must never be influenced by nonsecurity considerations of policy or public 
needs. Any involvement in these fields would destroy effectiveness elsewhere. 

5. It must make no request which would put the press in the position of policing 
or withholding from publication the utterances of responsible public officials, 
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6. It must make every effort to avoid multiple censorship and on no account 
must withhold from the American public any information which has been generally 
disseminated abroad. 

Gael must never undertake to vouch for the truth or accuracy of any news 
story. The embarrassments would be too great for a voluntary system, based on 

security, to survive. 

8. It must never undertake to regulate release dates or other matters of news- 
paper ethics. To do so would encourage Government interference of a consider- 
able and possibly uncontrollable character. 

9. It must be absolutely impartial and consistent. If any censor is to maintain 
a position of influence, his blue pencil must know no brother among competitors. 

10. It must operate openly, advising the public of every request made of the 
press. To do otherwise would undermine public confidence and foster unwar- 
ranted suspicion both against the Government and the press.? 

During the first 8 months of 1942 the Press and Radio Divisions 
of the Office of Censorship were busy keeping the news services 
informed about how the codes applied to particular events. The 
sinkings of ships off the Atlantic Coast by German submarines, the 
shelling of the southern California coast by a Japanese submarine, 
the burning of the Normandie in New York Harbor, the visits of 
Churchill and Molotov to the United States, and the constant danger 
of the inadvertent publication of military addresses presented censor- 
ship problems that had to be solved promptly by these Divisions. 
The Office of Censorship answered questions and called attention to 
violations. It had no powers of compulsion over domestic press and 
radio. 

A central question facing the Office of Censorship was whether it 
would censor other Government agencies. Stephen B. Early, Secre- 

tary to the President, thought it would, but the Censorship Policy 
Board, and interdepartmental committee established by the Office of 
Censorship Executive order, decided at a meeting, January 7, 1942, 
that the Office of Censorship should not censor, either by review or 
the enunciation of general principles, information released by Govern- 
ment agencies. It furthermore determined that the principles con- 
cerning the release of information by the Government should be devel- 
oped by the Office of Facts and Figures.‘ 

The Office of Facts and Figures issued a number of statements on 
what information might be released by Government agencies without 
endangering security but never satisfactorily solved the problem. ‘The 
first statement on January 17, 1942, endeavored to insure that the 
policy controlling Government publication of procurement informa- 
tion would be consistent with the policy established by the Director of 
Censorship for the voluntary cooperation of press and radio. Active 


8 Office of Censorship. A Report on the Office of Censorship. Washington, D. C.: Government Printing 
Office, 1945. (Historical Reports on War Administration, Series 1) pp. 42-43. 
4 Office of Censorship. Censorship Policy Board Minutes, Jan. 7, 1942. 
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in formulating the policy were the Army, the Navy, the War Produc- 
tion Board, and the Division of Statistical Standards of the Bureau of 
the Budget. In March OFF issued a still more comprehensive state- 
ment of policy on war information covering news of military action 
as well as news of war production. 

So skillfully did the Office of Censorship work out the administration 
of voluntary censorship of press and radio that there were few com- 
plaints from the public. Surprisingly, the Director of Censorship 
was frequently found on the side of news agencies urging the War 
and Navy Departments to be more liberal in their releases of war news. 
There were violations of the codes, particularly by small newspapers 
which inadvertently published news about native sons in the armed 
services, but these violations were minor, and it was not necessary to 
resort to compulsory censorship of press and radio in order to safe- 
guard national security. 

Although the creation of the Office of Censorship theoretically 
separated the powers of censorship and the duty of issuing information, 
and appeared to set up one supreme authority for censorship, these 
powers were already widely disseminated. Though the Office of 
Censorship could issue codes of security regulations, and intercept 
communications to citizens or communications abroad, it could not 
deal with Government censorship at source; that is, the refusal of a 
Government agency or official to issue information. Every informa- 
tion agency was in one sense a censor since it had the power of delib- 
erate choice of what it would issue and how it would issue it. Actu- 
ally, too, there was delegation of the power of censorship. The 
Office of Facts and Figures outlined the principles to govern the 
issuance of Government releases, and the public relations departments 
of the Navy and the Army both had the power of censorship over 
military releases and all communications that dealt with military 
personnel. 


Domestic Information Agencies and the War 


The Office of Censorship was a new and independent war agency 
which had no peacetime counterpart. The dissemination of war in- 
formation, on the other hand, was carried on by agencies and offices 
which had been established on a piece-meal basis before Pearl Harbor. 
These agencies lacked adequate powers to do a war information job 
and they got in each other’s way. The advent of the war made neces- 
sary a realignment of both responsibility and organization in order 
that consistent and accurate war information could be carried to the 
people of the United States and of the world. 

In World War I President Wilson delegated to George Creel, Chair- 
man of the Committee on Public Information, the responsibility for 
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keeping the public informed regarding the war effort. Mr. Creel’s 
office was the central source for all war information, including the 
_ releases put out by the State, War, and Navy Departments.® Presi- 
dent Roosevelt did not set up any central organization at first. He 
followed the familiar pattern of establishing a series of parallel agencies 
_whose powers or fields of authority were not sharply limited, both 

because of the urgency of the need, which allowed little time for 
organization, and because the functions of public information in a 
global war were not yet clarified. The handling of military informa- 
tioa was left in the War and Navy Departments and the handling of 
- diplomatic information in the State Department. 'The War Depart- 
ment Bureau of Public Relations was established by a memorandum 
from the Secretary of War, dated Febrary 11, 1941, which placed all 
agencies of the War Department dealing in public relations or related 
matters under the supervision of the Bureau. Public relations offices 
were established in the headquarters of each theatre of operations to 
provide continuous access to important announcements by com- 
manding generals overseas. The Office of Public Relations of the 
Navy Department was established in the Office of the Secretary on 
May 1, 1941, and was expanded after Pearl Harbor to meet wartime 
needs. The War and Navy Departments together devised a system 
of accrediting war correspondents which facilitated the sending of 
reporters to all the fighting fronts. 

In addition to the information offices of the State, War, and Navy 
Departments, five other agencies were working on defense informa- 
tion. The Division of Information of the Office for Emergency 
Management provided central information facilities for the OKM 
agencies; the Office of Facts and Figures formulated war information 
programs and acted as a clearing house for certain types of domestic 
information; the Office of Government Reports handled inquiries 
coming from State and local governments, citizens’ organizations 
and the public; the Foreign Information Service of the Coordinator 
of Information disseminated information to all foreign countries 
other than the Latin American; and the Coordinator of Inter-American 
Affairs sent information to the American republics. 

The Division of Information of the Office for Emergency Manage- 
ment which was in operation from March 5, 1941, until June 13, 
1942, was organized on the theory that there should be a centralized 
information service rather than information offices in each emergency 
agency. Robert W. Horton, a journalist with Government experi- 
ence, served as Director of the OEM Division of Information from its 
inception. He and his staff held that a central information service 
would minimize agency and agency-head glorification, afford an 


5Creel, George. How We Advertised America. New York: Harper’s, 1920, p. 74. 
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opportunity to check possible conflicts in advance of their occurrence, 
and would permit the most economical use of information manpower. 
In Washington centralization meant a central press room reserved 
for reporters, a central distribution system for releases, pictures, 
posters, and other information materials, and centralized facilities 
for producing information with information men assigned to individual 
emergency agencies but responsible to Mr. Horton in the central 
office. It was the function of the men assigned to different agencies 
to prepare releases and answer questions regarding developments 
for their agencies. 

The staff of the OEM Division of Information assigned to the War 
Production Board, for example, was charged with reporting, interpret- 
ing and explaining the manifold activities of WPB. Among the 
subjects covered were the conversion of peacetime industries to war 
production; the curtailment of normal production; the conservation 
of raw materials and expansion programs; the rubber, metal, paper, 
and other salvage campaigns; the preparation of military production 
schedules; subcontracting; programs to benefit small businesses and 
industries; requisitioning of inventories and idle stocks; clearing of 
major war contracts; and the preparation of programs drafted to 
preserve the minimum civilian economy in time of war. 

One of the accomplishments of the Division of Information was the 
initiation of the War Production Drive. Shortly after his appoint- 
ment as Chairman of WPB, Mr. Nelson requested the Division of 
Information to plan a national campaign to spur production. On 
February 2, 1942, he took this matter up with the Committee on War 
Information of the Office of Facts and Figures, which agreed that the 
program should have goals and incentives for individual companies 
and for individual workers. The Division of Information worked out 
a plan for a War Production Headquarters to administer the drive. 
General policies were determined by a joint policy committee com- 
posed of representatives of the Army, the Navy, the Maritime Com- 
mission, and the War Production Board. By June 1942 nearly 100 
labor-management committees had been established, a number of im- 
portant labor unions had participated in the drive, slogan contests 
had been held all over the country, and an individual awards program 
was started in order to encourage the submission of suggestions by 
workers. Manufacturers testified that the drive was having favorable 
results. 

The OEM Division of Information paved the way for the first 
general production report, which was issued in July 1942, after many 
‘delays and numerous clearances with the armed forces. For more than 
6 months, representatives of the Division of Information, the Office’ 
of Facts and Figures, and the Division of Statistics of WPB discussed 


Informing the Public 213 


what kind of production information could be made public. The 
Committee on War Information of the Office of Facts and Figures 
had the question on its agenda during the same period. 

The staff of the OEM Division of Information assigned to the 
Office of Price Administration found its work vastly increased by the 
- declaration of war. With the coming of rationing and price actions 
on consumer goods, this staff had to carry on the educational cam- 
paigns to inform the public why such actions were necessary, how 
they would be carried out, and what the ordinary citizen would do 
to adjust himself to the new situation. 

Long before the general maximum price regulation was announced, 
the information staff indicated that the implementation of the pro- 
gram would require, in order to secure general public and businessman 
acceptance, a very comprehensive publicity and promotion campaign. 
When the regulation was ready, materials were distributed in advance 
for simultaneous release in Washington and the field. As far as 
newspaper coverage was concerned, the informatio1 campaign was 
highly successful. Some*papers carried the full text of the regulation 
and hundreds of others carried the text of the release. This type of 
coverage more effectively reached the large urban retail stores than 
the small retail stores in the rural areas. It was also more effective 
in securing general compliance with the principle of a ceiling than it 
was in securing compliance with the details of administration, such 
as price posting and record keeping. The staff of the Division felt. 
that in order to secure compliance with technical instructions, it was 
necessary to supplement a general information campaign with a 
direct check-up by Government officials at each retail establishment. 

Very early, the various agencies began to demand the right to have 
their own information offices on the plea that to comprehend adequately 
what they were doing, the information officers had to belong to the 
staff of the agency. The break-down of the central information 
service began with the Office of Civilian Defense. One of the reasons 
for this was that OCD was in part an information agency utilizing the 
techniques of group discussion, face-to-face contacts, and local dis- 
tribution. Dean James M. Landis, who replaced Mayor LaGuardia 
as Director of OCD in February 1942, early expressed the desire to 
run his own information office since he felt that information was the 
heart of the OCD program and to be effective in promoting OCD 
projects and programs, such an office would have to be part of the 
organization. The Office of Civilian Defense had a difficult Federal- 
State-local relations problem which required persuasion and interpre- 
tative information. While OCD was responsible for civilian defense 
policies and programs at the national level, it had to work through 
State, county, and city governments in order to reach the great mass 
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of the people and to make use of the protective facilities organized 
by these governments. OCD had no direct authority over such 
governmental units but could only suggest what they should do in 
the way of cooperation. ; 

OCD was allowed to set up its own information office, called the 
Public Advice and Counsel Division, after some negotiations with the 
Bureau of the Budget. The staff of the OEM Division of Information 
assigned to OCD was reassigned to other duties on February 7, 1942. 

While the OEM Division of Information concentrated its resources 
most heavily upon the information needs of the Office of Price Adminis- 
tration and the War Production Board, it also provided central infor- 
mation services for many other emergency agencies. It assumed 
responsiblity for the information work of the Office of Lend-Lease 
Administration, the Combined Raw Materials Board, the Office of 
Defense Transportation, the Alien Property Custodian, and the War 
Relocation Authority, and it established liaison service with the 
Coordinator of Inter-American Affairs, the Coordinator of Informa- 
tion, the Economic Defense Board, the Office of Agricultural War 
Relations, the Office of Scientific Research and Development, and the 
Office of Defense Health and Welfare Services. The liaison services 
involved the furnishing of basic source materials and the coordination 
of information programs. 

In the spring of 1942 information campaigns were organized on 
conversion, rationing, salvage, and “‘hush hush” by the Division 
of Information. The last-mentioned campaign aimed to impress upon 
both military and civilian personnel the importance of refraining from 
loose talk which might aid the enemy. In these campaigns, the 
widest possible coverage and effect were sought by the coordinated 
use and timing of releases, radio programs, pamphlets, posters, 
speeches, motion pictures, and other media. Such campaigns de- 
pended upon the cooperation of the press, the national advertisers, 
the broadcasting companies, and the motion-picture companies, since 
it was not in the American tradition for the Government to buy 
newspaper space, radio time, or news-reel footage to put over a war 
program. ‘The fullest use of the information campaign technique was 
not achieved during this period because the Division of Information 
did not have an adequate staff to do the job and it had no control 
over the Office of Facts and Figures and the old-line departments. 

During the earliest days of the war, the central information services 
rendered by the OEM Division of Information were regarded as 
generally satisfactory by the Office of Price Administration, the War 
Production Board, and a number of other emergency agencies. As the 
information tasks grew, the pressure for agency information offices 
increased. It was again argued that if information was to aid adminis- 


Informing the Public 215 


tration, it had to be in the hands of persons who understood all the 
ramifications of the specific program, who possessed zeal for the special 
prosecution of that program, and who were just as subject to the con- 
trol of the agency head as any other employee of the agency. Not 
only the Office of Civilian Defense, but the Office of Defense Health 
~ and Welfare Services and the Division of Defense Housing Coordina- 
tion sought their own information units. 

The Office of Facts and Figures, established under Archibald Mac- 
Leish, Librarian of Congress, shortly before the attack on Pearl 
Harbor, was designed to coordinate defense information functions on 
the home front. Its authority was not fully recognized, however, 
by the Division of Information within the Office for Emergency Man- 
agement which handled publicity and releases for the war agencies. 
At first it concerned itself with information policies. 

The organization of OFF consisted of the (interdepartmental) 
Committee on War Information, a board, and four operating bureaus. 
Represented on the Committee were the State, War, Navy, Treasury, 
and Justice Departments, the Coordinator of Information, the Coordi- 
nator of Inter-American Affairs, the Office of Government Reports, 
the Office of Lend-Lease Administration, the Office of Civilian Defense, 
and the Office for Emergency Management. The Board of Facts and 
Figures included the eight OFF deputy directors, the heads of the 
operating bureaus, the Director of the Office of Government Reports, 
the Director of the Foreign Information Service of the Coordinator of 
Information, and a market research consultant. 

The Committee on War Information tried to act as the war infor- 
mation planning agency on the domestic front. It advised war agen- 
cies on information matters, formulated general principles regarding 
the security of war information, outlined general propaganda objec- 
tives in the domestic field, including counter-propaganda themes, 
reviewed the findings of the OFF Bureau of Intelligence regarding the 
status of domestic public opinion and the nature of the enemy propa- 
ganda, suggested subjects for the Bureau of Intelligence to investigate, 
suggested topics for publications and radio programs, defined the 
functions of OFF in the fields of speech clearance, in the coordination 
of radio programs, and in the coordination of the production and 
distribution of posters, endeavored to get more war information from 
the Army, the Navy, and the civilian war agencies, drew up principles 
to guide the use of advertising by war agencies, and considered the 
handling of minority groups in the United States. 

The Board of Facts and Figures, as contrasted with the Committee 
on War Information, was more concerned with the details of informa- 
tion campaigns, methods of meeting criticisms of OFF, procedures 
for carrying out different assignments, the relationship of OFF to 
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other agencies concerned with domestic information and morale 
problems, the utilization of OFF reports, relationships between 
Government information officers, and the determination of the use 
to be made of different media. ‘The President’s message on the State 
of the Union was taken as the basis of an over-all information program 
and in connection with the President’s anti-inflation speech, meetings 
were arranged with the representatives of the departments concerned. 

OFF served as a clearing house for the press, radio, and motion 
picture industries endeavoring to aid the war effort. Since there was 
nothing in its Executive order on this function, it had to work out 
ways of securing the maximum cooperation with the industries with a 
minimum of friction with other governmental agencies. 

By a letter from Stephen B. Early, Secretary to the President, 
dated January 16, 1942, OFF acquired certain coordinating functions 
over Government requests for radio time. To prevent duplication of 
effort within the radio field, OFF prepared an over-all schedule of the 
radio plans of each Federal agency. In cooperation with the radio 
industry an allocation plan was prepared which provided for an 
orderly distribution of, and proper emphasis on war themes in radio 
programs. 

The powers of OFF were extended to the clearance of speeches by 
high-ranking officials by a letter from Mr. Early. At its meeting of 
January 19, 1942, the Committee on War Information authorized 
Mr. MacLeish to send a letter to the President calling attention to 
such statements as those made recently by Secretary of Commerce 
Jones on rubber, by Secretary of Agriculture Wickard on sugar, and 
by Secretary of the Navy Knox on the Pacific front, and recommending 
that the President establish a method of clearing such statements 
so as to avoid intragovernmental conflicts. On January 29, 1942, 
Mr. Early authorized OFF to undertake this function. 

In the poster field OFF acquired clearance powers by negotiating 
voluntary agreements with the war agencies which, in planning their 
poster programs, discovered that they needed some system for allo- 
cating the available space among the various Government agencies. 

Mr. MacLeish urged his staff to promote in their contacts with 
Government information officers an understanding of the importance 
of clearing with each other proposed press releases when they involved 
interests or activities of agencies other than their own2 In practice, 
OFF failed to secure the full cooperation of the OEM Division of 
Information and of other important war information offices. Its 
powers to coordinate the relations of the war agencies with the press 


on over-all matters were strictly limited. It did not issue many 
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press releases itself and those which it did were largely concerned 
with counterpropaganda. Since it did not have a clear directive to 
do a war news clearance job, it relied chiefly upon persuasion. 

The shortcomings of the OFF Executive order were abundantly 
clear to Mr. MacLeish. In a letter to the Director of the Bureau 
_ of the Budget, dated February 20, 1942, he urged the liquidation of 
OFF and the establishment of a stronger agency which would com- 
bine the functions of other agencies in the field of war information. 

A third domestic information agency was the Office of Government 
Reports, established in the Executive Office of the President in 1939, 


-. gome of whose activities originated in the National Emergency 


Council established in 1933. The Director of OGR was Lowell 
Mellett, former editor of the Washington Daily News. While the 
OGR central press-clipping services, public, inquiry offices, and field 
services which included public-opinion reporting, the handling of 
Federal-State relationships, and the reporting on Washington-field 
administrative problems, were established as peacetime activities, 
they were greatly expanded after the attack of Pearl Harbor. The 
public-opinion reporting facilities of the field offices were used to 
analyze war production, price control, and rationing problems, thus 
duplicating some of the assignments of the OFF Bureau of Intelligence. 

Before war was declared, OGR had established contacts with the 
motion-picture industry through a National Defense Committee 
representing motion-picture producers, distributors, and exhibitors. 
After Pearl Harbor this committee changed its name to the War 
Activities Committee and suggested to the President that someone 
be appointed coordinator of motion pictures for the United States 
Government. By a letter, dated December 18, 1941, the President 
appointed Mr. Mellett as Coordinator of Government Films and 
directed him to act as the liaison officer of the Federal Govern- 
ment with the motion-picture industry, to clear the Government’s 
civilian films, to plan Government motion-picture production and 
distribution, and to consult with all Government departments in 
connection with film production and distribution programs and con- 
sult with and advise motion-picture producers of ways and means 
in which they could most usefully serve in the national effort. In 
carrying out these functions, OGR maintained close liaison with OFF, 


Foreign Information 


To the confusion on the domestic war information front was added 
confusion in handling overseas information. There was no agreement 
on what the relationship should be between foreign and domestic 
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information activities, on how foreign information policies should be 
determined, or on how these policies should be carried out. 

Whereas the domestic information agencies relied heavily upon the 
voluntary cooperation of the press, radio, and motion-picture indus- 
tries, it was soon clear that the disruption of international communi- 
cations by the war would make it necessary for our Government to 
distribute information abroad in order to reach the peoples of enemy, 
occupied, neutral, and Allied countries. While some of the commer- 
cial news services were continued on a reduced basis in neutral and 
Allied countries, the Government had to supplement these services 
in order to combat the insidious influences of Axis propaganda. 

When the Japanese struck at Pearl Harbor, the dissemination of 
information abroad was in the hands of two emergency agencies, the 
Office of the Coordinator of Inter-American Affairs, which confined 
such activities to Latin America, and the Office of the Coordinator of 
Information, which operated in the rest of the world. Since it was 
imperative that Government information sent outside of the country 
conform with our foreign policy and military strategy, the State, War, 
and Navy Departments helped coordinate the activities of these two 
agencies. 

The information programs directed toward Latin America were 
within the jurisdiction of the Coordinator of Inter-American Affairs, 
Nelson Rockefeller, who, since August 16, 1940, had operated a well- 
rounded program for the development of good inter-American rela- 
tions. The press, radio, and motion-picture activities of the CIAA 
were regarded as an integral part of its general cultural and commer- 
cial relations program which was worked out in close cooperation with 
the State Department. The separate treatment of the Western Hemi- 
sphere was reaffirmed in the Executive order of July 30, 1941, which 
established CIAA in OEM. When war was declared, Mr. Rocke- 
feller’s agency helped convince the Latin Americans that hemisphere 
solidarity was necessary for hemisphere defense. CIAA was partic- 
ularly effective in supplementing the commercial news services with 
special features, local information activities, film distribution, and 
advertising. 

The Office of the Coordinator of Information, established by military 
order of the President on July 11, 1941, had been assigned two main 
functions. One was the coordination of intelligence materials from 
all sources, including the armed forces, and the other was the transmis- 
sion of information abroad except to Latin America. The military 
order automatically placed the Office under the Joint Chiefs of Staff, 
and thus provided for a greater degree of security. The overseas 
information function was not specifically granted by the order but was 
based on an understanding between the Coordinator, Col. (later Gen.) 
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William J. Donovan, and the President. The agency was directed by 
the President not to engage in domestic information activities. 

To carry out the overseas information program, Colonel Donovan 
established a Foreign Information Service and appointed Robert 
Sherwood to direct it. In accordance with policies which were 


’ cleared with the State, War, and Navy Departments, and in close 


cooperation with the British Government, this Service undertook to 
spread the gospel of democracy and the cause of the United Nations 
throughout the world except in Latin America. The Service con- 
tended that a democratic country cannot successfully undertake a 


_ Goebbels-deception type of foreign propaganda and that truth was the 


only effective basis for American foreign information, although the 
facts thus disseminated had to be carefully interpreted and timed 
on basis of a strategy entirely different from that involved indomestic 
information work. It concentrated on giving volume, tone,and meaning 
to an American approach. Radio programs were presented as ‘“‘The 
Voice of America,” not as the voice of this or that refugee or immigrant 
group. Use was made of President Roosevelt as a symbol of Ameri- 
can idealism. While emphasis was placed upon American power, 
equal attention was given to the American aim to end the war under 
circumstances which would make a real peace possible. 

Mr. Sherwood was keenly aware of the need for coordinating our 
overseas efforts. He felt that the news-gathering functions of his 
Service were duplicated by the OEM Division of Information and by 
CIAA. This duplication, he said, would be unnecessary if some sys- 
tem could be worked out whereby his organization could get the news 
it needed to operate. He was also aware that his unit, OFF, CIAA; 
and the OEM Division of Information duplicated each other in their 
contacts with other governmental agencies. 

At the outbreak of war, both the Rockefeller and the Donovan agen- 
cies were developing the use of short-wave broadcast facilities ia their 
foreign information programs. Since the short-wave radio, no matter 
how carefully it may be beamed toward a given country, can be 
picked up by neighboring countries, the general and detailed opera- 
tional policies of the two agencies had to be harmonized. Any dis- 
crepancy between the broadcasts to South America and the rest of the 
world would be quickly picked up by the enemy and used to discredit 
American information in general. For instance, there were differ- 
ences between the two agencies as to the emphasis to be placed on 
news regarding our aid to Russia. The Latin American countries 
were jealous of Russian aid because of their own shipping shortages. 
Close coordination between the two agencies was also necessary be- 
cause of the shortage of radio equipment and technical personnel. 
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Establishment of OWI 


The confusion in handling war information, both domestic and 
foreign, was such that demands for a reorganization came from all 
quarters. A number of Presidential advisers recognized that the 
situation was unsatisfactory and took steps to see that the lines of 
responsibility were more specifically fixed and that a coordinating 
mechanism was established. 

The staff of the Bureau of the Budget proposed a draft of an Execu- 
tive order providing that the following agencies or functions should 
be consolidated into a proposed Office of War Information: the 
Office of Facts and Figures, the Foreign Information Service of the 
Coordinator of Information, the functions of the Coordinator of 
Inter-American Affairs relating to the dissemination of information, 
the functions of the Director of the Office of Government Reports in 
his capacity as Coordinator of Government Films, and the general 
functions of the Division of Information of the Office for Emergency 
Management. War agencies of the Office for Emergency Manage- 
ment received their own press and publications services and set up 
their own information offices. This assignment of local offices meant 
the abandonment of the centralized information services which the 
OEM Division of Information had been performing for WPB, OPA, 
and other war agencies. The main features of this draft were even- 
tually adopted but the process of negotiating acceptance took time. 

A memorandum on the reorganization of the war-information serv- 
ices was sent to the President on March 7, 1942, by the Director of 
the Bureau of the Budget. The memorandum said in part: 

This multiplicity of general war information agencies has resulted in conflict 
and duplications in the flow of war information to the American publie and to other 
nations. An example of present duplication is the dual coverage of the official 
news each day, once for domestic (by OEM) and once for foreign use (by COI). 


Furthermore, there is uncertainty with respect to areas of responsibility and 
authorized points of clearance. 


Much information released daily is still of the “agency glorification” type and 
is not designed to implement an over-all war information policy. There is compe- 
tition in obtaining funds, building staffs, and preempting special fields of infor- 
mation. Conflicts in press releases have been humerous, as for example, the 
contradictory statements recently issued on the rubber situation. 
between domestic and foreign information 
there has been too much reliance placed on “making the press’’ as opposed to the 
development of information programs designed to stimulate citizen understanding 
of the war effort. Thus, there has been overemphasis on reporting, and under- 
emphasis on long-range planning, interpretation, and program effectuation 

While it is neither desirable nor necessary to concentrate all of the Government’s 
information facilities in a single operating agency, it is nevertheless imperative 
that some single agency be responsible for policy coordination and for providing 
centralized control over Government use of such media as the radio, motion pic- 


Coordination 
programs has been weak. Finally, 
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tures, and posters. The plan recommended in the attached Executive order, 
therefore, provides for decentralization to the individual war agencies of informa- 
tion work relating specifically to their own activities. On the other hand, it 
provides for the centralization of general war information work and of Government 
sponsored radio, motion-picture, and poster programs. . . . 

The Office of War Information would be headed by a Director appointed by 
the President. The Director would be assisted by a Committee on War Informa- 
tion Policy which would formulate basic war-information policies and plans to. 
govern the various agencies in the development and dissemination of war infor- 
mation, 

The most important policy issue involved in the proposed plan concerns the 
transfer of the information activities of Mr. Rockefeller’s office. I believe that the 


- control of short-wave broadcasting facilities and the general control of foreign 


information policy should properly be located in the new office. However, inas-- 
much as the information activities of the Coordinator of Inter-American Affairs 
are an integral part of the program of that Office, I think it may be advisable to 
arrange for the Coordinator of Inter-American Affairs to continue the operation. 
of radio and other information programs for the American Republics, subject to 
policy and program control by the Office of War Information. In effect, the 
Coordinator of Inter-American Affairs would, under this arrangement, serve as. 
the agent or deputy of the Director of the Office of War Information in carrying. 
out such programs. 

It was hoped that after considering this memorandum the President 
would be prepared to act on the Executive order. The Director of 
the Bureau of the Budget and Judge Samuel Rosenman, special ad- 
viser to the President, discussed the draft of the order with the Presi- 
dent who, however, was reluctant to move on the matter and raised 
a number of questions concerning the transfer of the Foreign Informa- 
tion Service of the Coordinator of Information, and of the Coor- 
dinator of Inter-American Affairs. 

The relation of the activities of the Coordinator of Inter-American 
Affairs to the proposed Office of War Information was discussed 
vigorously for over 2 months. Mr. Rockefeller opposed the transfer 
of the information activities of his agency on the ground that they 
were an integral part of an over-all program being carried out in 
cooperation with the Department of State. Since we had a distinctive 
foreign policy in the Western Hemisphere, something could be said 
for this point of view. Under Secretary of State Sumner Welles, in a 
letter to the President dated March 17, 1942, supported this position, 
indicating that these activities were being handled in a successful 
and satisfactory manner and that any transfer would result in a 
protracted period of confusion at the very moment when it was all- 
important that our relation with the other American Republics should 
be unimpaired by lack of efficiency or lack of knowledge on the part 
of the appropriate officials of this Government. At a White House 
conference on May 15, the President agreed to leave the CIAA out 


of the proposed order. 
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Another problem presented by the original plan of the Bureau of 
the Budget for an Office of War Information concerned the place 
of the Foreign Information Service of the Coordinator of Information. 
The plan finally adopted, however, called for the transfer of the For- 
eign Information Service to the Office of War Information and the 
creation of an Office of Strategic Services under the joint Chiefs of 
Staff out of the other functions of the Coordinator of Information. 

Those opposed to an over-all information agency argued that 
domestic and foreign information should be separate because the 
differences in aims, purpose, and methods in each field called for a 
difference in administration, that foreign information should be 
employed as a weapon of war and should be effectively allied with 
the military services, and that a tie-up between domestic and foreign 
information agencies would endanger security, impair the effective- 
ness of psychological warfare, and risk the exposure of our plans 
and methods to the enemy. Those in favor of the proposed in- 
formation agency took the position that the United States should 
send abroad the same type of information that it released at home 
since it was impossible under conditions of democratic freedom of 
speech to divorce the two operations, that both programs should be 
based on the strategy of truth, and that the control of information 
policy should be with the civilian rather than the military authorities. 
The latter arguments prevailed. 

The transfer of the Office of Government Reports to the Office of 
War Information grew out of attacks made on OGR im the spring 
of 1942. On February 2, 1942, President Roosevelt suggested to 
Lowell Mellett, Director of OGR, that a central information center 
be established in Washington. This proposal became a target for 
the critics of the Administration. Since he wanted to avoid bring- 
ing any disfavor upon the Executive Office of the President, Mr. 
Mellett went to the President about the matter and they agreed that 
OGR should be merged with the new information agency. 

Sometime in May the President indicated that he wanted the 
whole of OGR transferred in the new order. All the subsequent 
drafts of the order so provided. The staff of the Bureau of the 
Budget observed that the press-clipping service was related to the 
media analysis work being done by OFF and the public inquiry 
service was related to a similar function performed by the OEM 
Division of Information. As for field services, the public opinion 
reporting functions were paralleled by some of the OFF functions 
and the local public inquiry work was similar to work done by the 
OEM field services. In addition the transfer would eliminate dupli- 
cations in services to weekly newspapers and in liaison with Govern- 
ment information agencies. 
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The negotiations conducted in May regarding the proposed order 
left the question of its issuance in doubt. At the same time that 
these discussions were being carried on, the Bureau of the Budget 
was considering the 1943 budget estimates for all the emergency 
agencies concerned. In a memorandum sent to the President, on 
June 1, 1942, the Director of the Bureau of the Budget linked the 
need for the proposed Office of War Information with the budget 
problems involved. 

This memorandum made a distinct impression upon the President. 
He asked for additional data about the budgetary situation of the 


information agencies. In the meantime, negotiations were going 


forward with reference to the choice of the Director of the proposed 
Office of War Information. Before signing an order, the President 
liked to associate the terms of the order with the person who was to 
carry them out. When Elmer Davis, radio news commentator, agreed 
to direct the new agency, the President signed the Executive order, 
effective June 13, 1942.7 The establishment of a centralizing author- © 
ity at this time—jusi before our first offensive in the Pacific—chan- 
nelized the flow of public information at a critical period, yet it did 
not entail recruitment of an entirely new staff since full use was made 
of preexisting agencies and trained personnel. 


OWI as a Coordinating Agency 


According to the order, the Director of the new Office of War 
Information was given the authority, subjecv to policies laid down by 
the President and to the provision excluding the CIAA, to issue direc- 
tives to all departments and agencies of the Government on all matters 
pertaining to their informational services, and to formulate and carry 
out, through the use of press, radio, motion pictures, and other facil- 
ities, information programs designed to facilitate the development 
of an informed and intelligent understanding, at home and abroad, of 
the status and progress of the war effort and of the war policies, 
activities, and aims of the Government. 

The new Office of War Information, during the first few months of 
its existence, had to plan for expansion in certain vital operations, 
satisfy the information needs of the war agencies by keeping produc- 
tion going, and physically and administratively consolidate the con- 
situent parts of the organization. ‘These were not easy tasks and it 
took 2 years to bring some of them under control. 

The decision not to concentrate full responsibility for war informa- 
tion activities in a single agency as was done in World War I meant 
that OWI had to solve many problems of coordination. The new 


1 Executive Order No. 9182, June 13, 1942, 7 Federal Register 4468. 


224. The United States at War 


agency had to establish satisfactory working relationships with the 


_ Office of Censorship, the Department of State, CIAA, the armed serv- 


ices, the civilian war agencies, and other agencies having war infor- 
mation programs. 

When OWI was set up, incomplete coordination existed between 
the Office of Censorship and the information agencies on the types of 
information to be withheld from publication. It had not been decided 
whether the same rules that applied to private sources would apply 
to information originating from Government sources. On November 
15, 1942, the two agencies agreed that outgoing OWI short-wave broad- 
casts would be censored for security only, and not for policy, and that 
in the domestic field OWI would exercise an affirmative function only, 
and would, in no case, ask newspapers or broadcasters to withhold 
anything from distribution. 

The exclusion of CIAA information activities from the jurisdiction 
of OWI did not remove the need for coo1dinating the information 
work of the two agencies, especially in the short-wave broadcasting 
field. When OWI took over the Foreign Information Service of the 
Coordinator of Information, it continued negotiations with the Rocke- 
feller group for the leasing and construction of short-wave broadcast- 
ing facilities. The two agencies and the Federal Communications 
Commission agreed that OWI would assume all responsibility, budg- 
etary included, for the facilities expansion program. On November 1, 
1942, just before the Allied invasion of North Africa, contracts were 
signed by CIAA and OWI, leasing virtually all the short-wave broad- 
casting facilities in the United States. An agreement between the 
two agencies regarding the operation of these facilities was not reached 
until several months later. 

As far as relations with Armed Services were concerned, Mr. Davis 
indicated that he had no intention of interfering with communiqués 
of the War and Navy Department. He did not regard it as his func- 
tion to determine finally what type of information imperiled national 
security. Nevertheless, he met daily with appropriate Army and 
Navy officials to stimulate the fullest possible dissemination of infor- 
mation involving military and naval actions. 

In the field of psychological warfare, negotiations were carried on 
between OWI, the Office of Strategic Services, and the Joint Chiefs 
of Staff to settle questions about the division of labor between them. 
A satisfactory solution of the problems involved was not reached until 
the theatre commanders established psychological warfare branches, 
embracing all activities concerned whether civilian or military, British 
or American. In the meantime, OWI rapidly expanded its infor- 
mation activities directed abroad. It increased its production of 
short-wave radio programs, press-wireless dispatches, publications, 
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Cuart 25. Consolidation of Information Agencies. 
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leaflets, posters, motion pictures, exhibits, and other information 
materials. Machinery was established to clear overseas propaganda 
directives with the War, Navy and State Departments. 

On the domestic front, the decision to have agency information 
offices meant that OWI had to perfect methods of coordinating the 
war informational activities of all Federal departments and agencies. 
On July 10, 1942, Mr. Davis issued a regulation which defined the 
clearance procedures to be used in connection with news releases, 
addresses, publications, radio, motion pictures, posters, and other 
graphics, advertising, foreign-language services, and comprehensive 
war information. The regulation provided that ‘‘news releases 
relating significantly to the war effort or dealing with activities 
broader than the authorized work of the initiating agency shall, 
where possible, be prepared by the appropriate Federal department 
or agency for clearance and issuance by the News Bureau of the 
Office of War Information.” It also directed the officers of the Fed- 
eral departments and agencies “to maintain an open-door policy in 
their relations with representatives of the press, radio, and other 
media.” * How well this was being done was indicated by the Presi- 
dent in his letter to department and agency heads ordering them to 
cease public conflict. He said in part: 

In dealing with the many complex war problems which we face today, it is 
unavoidable that there be wide differences of opinion between agencies of the 
Federal Government—opinions sincerely and honestly held. However, too often 
in recent months, responsible officials of the Government have made publie 
criticism of other agencies of the Government; and have made public statements 
based either on inadequate information or on failure to appreciate all the aspects 
of a complex subject which is only partially within their jurisdiction. 

One of the duties prescribed for the Office of War Information is the coordi- 
nation of war informational activities of all Federal departments and agencies, 
for the purpose of assuring an accurate and consistent flow of war information 
to the public and the world at large and for the added purpose of eliminating 
conflict and confusion among the departments and agencies of the Government 
in the matter of their public relations. Elmer Davis, Director of this Office, 
tells me that so far as written statements from departments and agencies are 
concerned, very satisfactory progress toward this objective is being made. But, 
he points out that the attainment of the objective is being gravely hampered 
by verbal statements dealing with matters touching more than one department 
or agency made by high officials in press conferences and elsewhere—statements 


which do not contribute either to the accuracy or the consistency of public 
information? 


The Office of War Information also faced the problem of devising 
a formula for determining the place of the information staffs of the 
constituent agencies. In Washington the staffs of the Division of 
Information, Office of Emergency Management, who had been serv- 
ing different war agencies, were transferred to the agencies they 


* OWI Regulation No. 1, July 10, 1942, * White House Press Release, Aug; 21, 1942. 
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served. The Office of Price Administration, the War Production 
Board, and the other emergency agencies expanded their information 
staffs and set up tight controls over the release of information. OPA 
especially found it necessary to guard against “leaks” of information 
regarding rationing because of the danger of “runs” and hoarding. 
- In the field, OWI continued for a year to provide central services 
for the emergency agencies. Office of War Information field offices 
did not expand rapidly enough to perform all the information serv- 
ices which the constituent agencies regarded as necessary. Conse- 
quently, constant pressure was exerted by such agencies as OPA to 
establish agency field information services. Action by Congress in 
the spring of 1943 turned over the local information function to the 
constituent agencies. 

Throughout its career OWI faced a constant series of problems; 
it necessarily wielded large powers both in this country and abroad 
that wakened misgivings in Congress and rivalries in the information 
services of the various war agencies; it found it difficult to satisfy the 
demands of the press, the radio, and the moving-picture industries; 
and, finally, even though its duties as an organization were those of 
coordination, it was itself an amalgamation of four preexisting agen- 
cies; i. e., the Office of Facts and Figures, the Office of Government 
Reports, the Division of Information of the Office for Emergency 
Management, and the Foreign Information Service Branch of the 
Office of the Coordinator of Information. Over 2,000 people were 
involved; OWI could not use the services of all of them, particularly 
in domestic information activities, nor could it preserve the organiza- 
tions under which they had worked. One of the first tasks facing the 
newly appointed Director, Elmer Davis, was that of creating a working 
organization and the establishment of new lines of authority. To 
aid him he had Milton Eisenhower, brother of General Eisenhower, 
who was at that time Director of the War Relocation Authority and 
who had been Director of the Office of Information of the Department 
of Agriculture. 

The first organization plan, the result of a series of conferences in 
the Bureau of the Budget, was set forth in an Office of War Informa- 
tion Staff Order No. 1, July 10, 1942. It established three branches 
with an Assistant Director for each branch: the Domestic Branch, 
a Policy and Development Branch, and the Overseas Branch. 

The Domestic Branch, headed by Gardner Cowles, Jr., was built 
upon the central snformation services of the Division of Information 
of OEM, the operating bureaus of OFF, and the service functions and 
motion-picture activities of OGR. Robert Horton, former Director 
of the Division of Information of OEM, and Lowell Mellett, former 
Director of OGR, accepted subordinate posts in the new Domestic 


228 The United States at War 


Branch, the former as head of the News Bureau and the latter as head 
of the Motion Picture Bureau. 

The Overseas Branch was placed in charge of Robert Sherwood, 
who had been the head of the Foreign Information Service of the 
Office of the Coordinator of Information. It included those parts 
of the COI which had been concerned with open overseas information 
activities as contrasted with secret activities. Excepted was the 
news-gathering staff in Washington, which was transferred to the 
News Bureau of the Domestic Branch. Operating activities in New 
York and San Francisco were continued under Mr. Sherwood. 

The third branch, the Policy Development Branch, was headed by: 
Archibald MacLeish, former Director of OFF. He had under him 
the former OFF deputies for departmental liaison and the OFF 
Bureau of Intelligence. This branch had two primary functions; one 
was to conduct public-opinion research and the other to develop 
major information policies for the other two branches. In practice, 
the Bureau of Intelligence was limited almost entirely to work for 
the Domestic Branch. Staff Order No. 2, September 11, 1942, trans-. 
ferred practically the entire operating staff of the Policy Development 
Branch to the Domestic Branch and abolished the Policy Develop- 
ment Branch by implication. Mr. MacLeish continued to Serve as 
Assistant Director on Developing Policies until his resignation on 
January 30, 1943. With his resignation, the function of coordinating 
policies of the remaining two branches was absorbed in the Director’s 
Office. 

Meanwhile, the Domestic Branch was riven from within and assailed 
from outside. The branch suffered first from a succession of directors. 
While Mr. Davis gave to the director of the branch a free hand, the 
kind of men that he selected for the post accepted the responsibility 
only under the condition that they serve for a year or less. They 
worked in highly competitive fields in private life and were unable to 
stay away from them too long. The first director, for instance, was 
& newspaper executive who had experience running a daily, a maga- 
zine, and a radio station. He accepted the appointment only after a 
direct appeal from the President and on the condition that he return 
to his private affairs within a year. The high turn-over in directors 
meant that there was a lack of continuity in the leadership of the 
Branch.” By the time that one man learned the ropes, it was neces- 
sary to break in a new director, 

The internal problems of the branch had repercussions upon its rela- 
tions with Congress. Under various reorganizations some of the 

10 The directors and their terms were as follows: Gardner Cowles, July 


May 16 to Dec. 31, 1943; George W. Healy, Jr., Jan. 4 to Sept. 8, 1944; N 
of OWI on Aug. 31, 1945. 


1942 to May 15, 1943; Palmer Hoyt, 
eil Dalton, Sept. 8, 1944, to abolition 
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_ professional staff grew restive. A number of writers who had formerly 
been directly under Mr. MacLeish in the OFF felt that they were too 
far removed from Mr. Davis himself. The writers resigned in a body 
and issued a blast against the Director of the Domestic Branch. In 
his final report to the President on the war, Mr. Davis wrote grimly 
but illuminatingly of the incident: 

It might be pertinent here to note one personnel problem which came up again 
and again, in both our domestic and our overseas branches, for which we never 
found asolution. It is not a problem peculiar to OW]; it has afflicted in greater or 
less degree every ministry of information in a free country. It is the problem of 
the brilliant and zealous individual who cannot work as part of a team. 

OWI was not only a team itself but part of a larger team, the Government of the 
United States at war. We were directed to perform our duties “consistently with 
the war information policies of the President and with the foreign policies of the 
United States”: and within the framework of those policies, certain principles of 
execution and lines of action had to be laid down by the head of OWI. Now an 
information agency, in a war which was in some of its aspects ideological, naturally 
attracted many free-lance writers and others who had been used to working by 
themselves and had always jealously cherished their personal integrity and free- 
dom of expression. Such a man is very apt to insist that he must proclaim the 
truth as he sees it; if you tell him that so long as he works for the Government he 
must proclaim the truth as the President and the Secretary of State see it, he may 
feel that this is an intolerable limitation on his freedom of thought and speech. 
In that case, he must go. 

In the spring of 1943 the Domestic Branch faced serious opposition 
in Congress. The branch was attacked because its internal bickering 
leading to the resignation of the pamphlet writers, information produc- 
tion activities including pamphlet writing and documentary motion- 
picture production, and its potentialities as an administration de- 
fender made it a target for those opposing the President. The four 
pamphlets arousing Congressional ire were an anti-inflation tract, a 
tax primer, a discussion of Negroes and the war, and a cartoon history 
of President Roosevelt. The latter was not a product of the Domestic 
Branch and was only distributed abroad. Only with reference to the 
anti-inflation booklet did the OWI officials admit that they were in 
error. They defended the other two pamphlets as within the province 
of their general mandate. Asa warning gesture, the House of Repre- 
sentatives abolished the Domestic Branch but it concurred in the 
restoration of the branch by the Senate. The appropriation finally 
passed forbade the production of pamphlets, abolished the OWI field 
offices, and by reason of the drastic cut in funds limited the branch 
to coordinating activities. 

After it had been cut back so severely, the Domestic Branch dropped 
the production of motion-picture documentaries, posters, and pam- 
phlets, and discontinued its news services in field offices. Other agen- 
cies, particularly the Office of Price Administration, greatly expanded 
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their information services in the field. The Domestic Branch became 
essentially a coordinating agency which plannned Government infor- 
mation campaigns on war needs in cooperation with other Government 
agencies and the communication industries. 

The Overseas Branch was destined to be the largest and the most 
lasting part of OWI. Its personnel accompanied our victorious armies 
all over the world as members of combat propaganda teams and moved 
into liberated areas in order to furnish a true picture of America’s 
role in the victory and the new world organization to come. Just 
prior to V-E Day it had more than 8,400 employees of whom about 
one-half were citizens of foreign countries employed locally abroad 
in minor capacities. 

The fundamental problems facing the branch concerned the integra- 
tion of our foreign propaganda with our foreign policy and military 
strategy; the bridging of the spacial distance between Washington 
and New York, San Francisco, London, Algiers, Cairo, Brisbane, 
Chungking, New Delhi, Teheran, and other outposts; and the selec- 
tion of the propaganda appeals and media best adapted to save lives 
and shorten the war. 

Since the OWI officials thought that they had a clear mandate to 
control all information activities aimed at the enemy, they were 
greatly upset by the issuance of a directive by the Joint Chiefs of 
Staff on December 22, 1942, setting up a Board of Strategy on Military 
Psychological Warfare on which the Office of Strategic Services was 
the key agency. Mr. Davis protested this order on the ground that 
it conflicted with the Executive order under which he was operating. 
The matter was referred to the President, who clarified the situation 
by issuing on March 9, 1943, an Executive order placing full responsi- 
bility in OWI for foreign propaganda activities involving dissemina- 
tion of information. Under this order, OWI contended that it had 
power to direct secret as well as open propaganda, utilizing the under- 
cover (cloak and dagger) personnel of OSS. The Joint Chiefs of 
Staff notified OWI that they would coordinate military activity with 
propaganda by direct liaison. Programs in a theatre of military 
operations were under the control of the theatre commander. Later 
it became necessary to point out to a theatre commander from time 
to time that he had no authority to reverse the general propaganda 
objectives of the United States as laid down by the Washington 
Planning Board on which the Joint Chiefs of Staff and the Department 
of State were represented. On the combat propaganda teams, repre- 
sentatives of OWI, the Army, the British Political Warfare Executive, 
and the British Army worked well together. Whatever differences 
there were between OWI and OSS regarding black propaganda did 
not interfere with operations and were formally composed by an 
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- agreement between the agencies reached in the spring of 1944 under 
which OWI recognized OSS’s jurisdiction over secret propaganda. 

The liaison between OWI and the Department of State presented 
many problems throughout the war. While the OWI Executive order 
directed Mr. Davis to perform his functions in a manner consistent 
with the foreign policy of the United States, it did not specify how 

OWI could find out what our foreign policy was. OWI officials con- 
tended that our foreign policy was determined by the President’s 
speeches and other pronouncements which they could interpret as 
well as the State Department. In other words, they were reluctant 
to concede the Department’s role in enunciating our foreign policy. 
Friction developed on both sides. OWI officials felt that the Depart- 
ment of State did not keep them fully informed as to developments 
abroad and the Department of State officials felt that OWI disregarded 
their directives and used confidential information for propaganda 
purposes for which it was not intended. In addition, OWI chafed 
under the passport regulations and the censorship of materials going 
by diplomatic pouch. The Department of State could prevent OWI! 
personnel or OWI leaflets from going abroad. 

The disagreements between OWI and the Department of State 
also extended to policies. Top officials of the Overseas Branch were 
outspokenly critical of the friendly policy toward Vichy France, 
Franco, and the King of Italy. These differences came out into the 
open in connection with the famous ‘‘moronic little King” broadcast 
sent out by OWI on July 25, 1943, the day on which the fall of Mus- 
solini was announced. The phrase was taken from the broadcast of 
a commentator, George Grafton, and was broadcast to London to 
show a trend in American public opinion. It was picked up by the » 
New York Times where it was read by President Roosevelt who 
made it one of the subjects at his next press conference. OWI was 
rebuked for not following our foreign policy, but it developed that the 
Overseas Branch officials had not been informed regarding the nego- 
tiations between our Government and the King of Italy. There 
was no consensus of opinion as to whether the propaganda directives 
on that day had been properly cleared with the Department of State. 
The Director of the Overseas Branch, who knew nothing of the 
broadcast at the time, admitted that it had been in bad taste. 

Disharmony between the Overseas Branch and the Department of 
State was in part the result of the independence of the branch from 
the office of the director. This independence was inherited from the 
Foreign Information Service of the Coordinator of Information. In 
the summer of 1943, the branch proposed a staff order which would 
have formalized current tendencies by practically removing the en- 
tire authority over foreign operations to the New York Office. The 
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Director of OWI pointed out that any reorganization must proceed 
from the major premise that the seat of the Government was in 
Washington and so were the headquarters of OWI. 

Following the appointment of Edward Klauber as Associate 
Director of OWI on December 1, 1943, steps were taken to strengthen 
the leadership of the Director’s office over the Overseas Branch. As 
Mr. Davis put it before the House Committee: 

After some discussion the situation was solved by a reorganization which 
established a clear line of authority and responsibility from the Director of 
OWI through the Director of the Overseas Branch and straight on down through 
the organization. Mr. Sherwood’s authority as Director of the Branch, subject 
to the over-all responsibility of the head of the agency, is as complete as ever; 
but he is now assisted in his supervision of its operations by an Executive Director 
and an Assistant Executive Director—respectively Mr. Barrett and Mr. Barnard, 
who had proved themselves two of our ablest bureau chiefs. They are respon- 
sible to Mr. Sherwood and relieve him of much detail, enabling him to concentrate 
on the planning and execution of propaganda and information policies—at which 
in my opinion he is outstandingly gifted. At the same time, I accepted the 
resignations of three executives of the Overseas Branch, who, though able men, 
and of unquestioned devotion to the national interest and to the general objec- 
tives of OWI, were in my opinion lacking in some of the qualities required for 
good teamwork. Our present organization shows every promise of functioning 
very effectively.1 

During the month of February, 1944, the Overseas Branch was 
reorganized in connection with the preparation of its 1945 budget 
estimates. The Editorial Board in New York was abolished and 
steps were taken to bring about the centralization of intelligence and 
planning activities in Washington. The changes were made in order 
to strengthen the control of the Director’s office and to reduce the 
possibility of independent action in New York which was not in con- 
formance with OWI policies as determined in Washington. On 
March 27, Staff Order No. 29 was issued to carry out these objectives. 
The Washington office of the Director of the branch was strengthened 
by the addition of an Executive Director and an Assistant Executive 
Director who were responsible for the supervision of production activi- 
ties in New York and San Francisco, three deputy directors in a staff 
relationship who were responsible for the formulation of propaganda 
and information policy for specified areas, and a chief of liaison who 
was responsible for coordinating policy and intelligence liaison with 
agencies of the United States and other governments. Instead of a 
deputy director for Atlantic operations in New York, there was a 
chief of the New York Office. A review board was set up in Washing- 
ton to review all major proposals regarding policy. A New York 
Board of Review was also established, as an “extension” of the Wash- 


1U, §, Congress, House Committee on Appropriations. National War Agencies Appropriations Bill, 
1945. Hearings . . . 78th Cong., 1st sess., pt. 2, p. 11. 
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Cuart 26. Public Opinion on War Information. 
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ington board. While the machinery set up was cumbersome and 
failed to break sharply with the past, it represented an effort to cen- 
tralize control over policy and operations. 

The strengthening of topside management in OWI enabled the 
agency to improve greatly its relations with the Department of State. 
Representatives of the Department felt that they were really consulted 
regarding the OWI propaganda directives and they also had greater 
confidence in OWI’s efforts to follow the directives laid down by the 
Planning Board in Washington. 

Long before VE-day, OWI was ready with plans for the liquidation 
of European psychological warfare operations, for the control over 
information media in the conquered countries, the correction of dis- 
torted information in liberated countries and the continuation of 
psychological warfare in the Pacific. These plans were much more 
carefully worked out than those presented by some of the other agen- 
cies engaged in similar activities. 
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Fighting Inflation 


ONTHS before the declaration of war, leaders in business and 
i Government were fully aware that stringent action would have 

to be taken to prevent a run-away inflation. There was, how- 
ever, no general agreement about the kind of action which should be 
taken. Thebigfarm organizations opposed control of farm prices; labor 
resisted wage controls in the face of rising profits and living costs; 
and manufacturers were alarmed by the prospect of heavier taxes. 
The public wanted the Government to hold down the cost of living, 
but there was little realization that inflation controls would require 
the sacrifice of immediate financial gains for the more lasting benefits 
of a stable economy. These attitudes were prevalent in the period 
January-October 1942, when the Government was trying to*®work 
out its inflation-control program. 

When war came on December 7, 1941, the Administration lacked 
adequate authority to control prices. During the defense period 
OPA attempted to hold down prices by getting the cooperation of 
businessmen. But the lack of real sanctions which could be used 
against companies refusing to cooperate penalized businessmen who 
foresaw the dangers of inflation and were anxious to prevent it. 
Furthermore, these voluntary measures at best exerted a restraming 
influence on only a few commodity prices. The general economic 
situation, however, required action covering a wide range of com- 
modities. From September 1939 to December 1941 the price of 28 
basic commodities affecting manufacturing and living costs increased 
by almost one-fourth. During 1941, increases in the cost of living 
averaged a little less than 1 percent each month, and wholesale 
price increases somewhat more than 1 percent (charts 27 and 28). 
Also, in 1941, farm prices rose by at least one-fourth, and wages, 
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salaries, and income payments by about one-fifth. These increases 
were stimulated in large part by the European war and by our own 
war expenditures which, in December 1941, amounted to $2 billion. 

After the declaration of war, the dangers of inflation seemed more 
real. The President’s goals announced on January 6—50,000 planes, 
45,000 tanks, 20,000 antiaircraft guns and 8 million tons of shipping— 
would triple our monthly rate of war expenditures by the end of 1942 
and would build up inflationary pressures in two ways. First, these 
goals could be met only by a diversion of material, labor, and manu- 
facturing facilities from the production of consumer goods and services, 
which would reduce consumer supplies drastically. Second, dollars 
spent for tanks, ships, and other implements of war would flow back 
to the public in the form of wages, salaries, profits, and dividends 


Cuart 27. Consumer’s Price Index. 
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and would increase consumer demand for scarce goods and services. 
Expressed in terms of dollars, consumer demand in 1942 would 
exceed available supply by about $17 billion. The resulting pressure 
on price levels would be tremendous and would have to be controlled 


in some fashion if we were to maintain a stable economy. 


There were two general approaches to the problem of economic 
stabilization. The first, proposed and strongly advocated by Ber- 
nard Baruch, required imposition of a general ceiling on “prices, 
rents, wages, commission fees, interest rates’’—in short, on the “price 
of every item of commerce or service.” The chief advantage of this 
method was the comprehensive nature of the control. Each citizen 
would be “‘treated alike as part of one nation joined in a great emer- 
gency and every segment of our economy, agriculture, labor, busi- 
ness’’ would be treated “‘as parts of a single, living sensitive organism.’ 
The quality of sacrifice implicit in this plan might be expected to 
gain acceptance, if not active support, from powerful farm, labor and 
industrial organizations which normally were suspicious of each other 
and of Government regulation. 

An essential condition of the Baruch plan was that the general ceil- 
ing be established on ‘“‘some date on which the normal operations of 
the law of supply and demand can be said to have controlled prices,” 
before factors such as material and labor shortages had distorted 
‘‘normal” price relationships. If this were done, it would be necessary 
only to adjust prices which, for one reason or another, were not at 
satisfactory levels on the base date. Ideally, a general ceiling should 
have been issued early in 1941, coincident with the development of 
priorities machinery for dividing up supplies of scarce raw materials. 
It is doubtful whether such action would have been supported by a 
nation generally unaware of the impact which the European war would 
have on our own economy. If a general ceiling were established in 
1942, it would have been necessary to freeze prices at levels prevailing 
in 1941. The facilities required to administer the “price roll-back”’ 
implied in such action had not been established when war was declared 
and later experience showed that it is practically impossible to effect a 
roll-back. 

The alternative to a general ceiling was, to use Baruch’s phrase, 
‘‘piecemeal price fixing.” Under this plan ceilings would be placed on 
the prices of commodities as and when they exhibited inflationary 
behavior. It was thought that this selective approach would permit 
the prices of individual commodities to rise when increased supplies 
were needed for defense production. Moreover, the Government 
would be able to deal with dangerous price rises as they occurred with- 
out regulating the entire economy. For this reason it was particularly 
suited to the needs of tbe “limited national emergency, all-measures- 


238 The United States at War 


short-of-war” period, when stable prices depended on cooperation 
between Government and business. 
Commodity price controls, in practice, could not prevent increases 
in the cost of living as long as consumer purchasing power exceeded 
the available supply of goods. It was necessary, therefore, to supple- 
ment price control with other anti-inflation devices—wage stabiliza- 
tion, “a considerable increase in taxation, a decided stepping up of the 
savings program, and a reduction in installment credit.’’! Failure to 


Cuart 28. Wholesale Prices. 
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deal vigorously and effectively with any one of these related problems 
would handicap effective action on the others. Failure to tax excess 
profits or stabilize living costs or control wages would be the signal 
for powerful pressure groups to seek special benefits which were in- 
compatible with national objectives and probably injurious to their 
own ultimate welfare. The influence of these groups in Congress 
would make legislative approval of rigorous antiinflation measures 
more difficult to obtain. Finally, the operations of various Govern- 
ment agencies entrusted with separate phases of economic stabilization 
would have to be related to a coherent stabilization policy and perhaps 
tied together through common administrative direction. 


1 United States Congress. House. Committee on Banking and Ourrency. Hearings (revised)on H. R. 
5479, 77th Cong,, Ist sess., p. 186. Leon Henderson. 
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Whichever method of stabilization was chosen, the technical prob- 
lems were formidable. In July 1941, however, when there was still 


doubt about the public’s willingness to accept stringent economic 


regulation, the selective method of control seemed especially attrac- 
tive. Priee-control officials frequently stated that selective controls 


would not do the whole job and that supplementary actions would have 


to follow, such as wage and credit controls and heavier taxes. But 
OPA’s limited experience seemed to indicate that price ceilings 
extended to a wide range of commodities would go a long way toward 
holding down the cost of living. Probably with this limited objective 
in mind, a bill embodying the principles of selective price control 
was submitted to Congress on July 30, 1941, and, after 3 months of 
investigation and discussion, was passed by the House of Representa- 
tives shortly before the Japanese attack. 

At this point, the bill, which, after all, had been shaped months 
before the declaration of war, might have been reexamined to see 
whether it would meet the requirements of a war economy. Events 
pressed in another direction. With the President fully occupied by 
military matters and OPA officials thrown into a series of actions 
directed against a wave of speculative price increases, it is not sur- 
prising that the situation was not reappraised and that a drive for 
immediate enactment of the pending bill began in the Senate. By 
the end of January the Emergency Price Control Act of 1942 had 
been passed by Congress and signed by the President. - 

After passage of the Price Control Act the character of economic 
stabilization problems shifted somewhat. During the period January- 
October 1942, with which this chapter is concerned, the chief problems 
were (1) to obtain legislative authorization for more effective control 
over the prices of agricultural commodities (2) to formulate a stabili- 
zation policy which would encompass prices, wages, rents, and war 
finance; and (3) to establish the administrative facilities required to 
put the coordinated stabilization program into effect. 


Emergency Price Control Act of 1942 


On December 9, 1941, Mr. Henderson presented to the Senate 
Committee on Banking and Currency the case for a strong price- 
control law. Legislation authorizing an expanded price-control pro- 
gram was deemed necessary as a step toward more general antiinfla- 
tion measures. The experience of “every nation at war,”’ whether a 
“democracy or a totalitarian government,” was adduced to show that 
economic stabilization was as essential to effective prosecution of the 
war as staffing the armed forces or providing material for war 


production. 
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High-level industrial production could not be maintained in face 
of uncontrolled inflation. Rapid and continued rises in the cost of 
living would create unrest among workers and would have a disruptive 
effect on civilian morale generally. Uncontrolled price rises also 
would increase substantially the cost of the war. According to an 
estimate of Bernard Baruch, inflation increased by about 40 percent 
the cost to the American taxpayers of World WarI. Mr. Henderson 
estimated that approximately $13 billion of the $67 billion authorized 
for munitions and armaments as of December 1941 would be absorbed 
by price increases. Price control thus was necessary “from the 
standpoint of cost.”” Finally Mr. Henderson pointed out that “all 
wars in this country have produced an inflationary period followed by 
a deflation which paralyzed recovery.”’ An effort should be made to 
prevent a repetition of the depression which followed the World War 
I, with widespread business failures, farm foreclosures, and untold 
human suffering.” 

Principal issues developed by Congressional consideration of the 
price-control bill were whether wage stabilization would be included in 
the bill and be administered by the price-control agency, and whether 
agricultural products would be subject to the same controls and 
agricultural prices stabilized at the same levels as other commodities. 

The failure of the President in July 1941 to request control over 
wages as well as over commodity prices stirred up opposition to price- 
control legislation. In his July message recommending passage of 
price-control legislation, the President had said, ‘we may expect the 
wholehearted and voluntary cooperation of labor only when it has 
been assured a reasonable and stable income in terms of the things 
money will buy and equal restraint on the part of all others who par- 
ticipate in the defense program.’’* Labor would forego wage increases 
if the cost of living and the profits of industry were held in bounds. 
A somewhat different view of the wage-control problem was given by 
the spokesman of the Congress of Industrial Organizations: 

An attempt to institute wage control would bring in its wake the break-down 


of voluntary collective bargaining, the establishment of dictatorial controls over 
labor and industry, and the destruction of a free democratic labor movement.‘ 


The strength of organized labor’s opposition to wage control was 
openly recognized by Leon Henderson who said, “I must confess 
that personally I have particularly tried to avoid having it in a price 
bill, lest it complicate an already difficult job.” 5 


1U.S. Congress. Senate. Committee on Banking and Currency. Hearings on H. R. 5990, 77th Cong., 
Ist sess., p. 16. 


+ House Document No. 332, 77th Cong., Ist sess. 


4U. 8. Congress. House. Committee on Banking and Currene i i 
y. Hearings (revised) on H. R. 
77th Cong., 1st sess., p. 1553. : , ahs 


'U.8. Congress. Senate. Committee on Banking and Currency. Hearings on H. R. 5990, 77th Cong. 
Ist sess., p. 165. , 7 
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The strategy of the farm organizations was to point out these 


| defects in the legislation and to urge Congressmen to vote against the 
bill.6 No attempt was made to get the bill amended so as to provide 


for control of wages as well as farm prices. Although the Senate 
Committee on Banking and Currency had in its membership Senators 
who were customarily apprehensive on behalf of farm interests, a. 
key member pointed out that none of his colleagues had proposed 
that the bill be amended to include wage controls, and that such an 
amendment was not offered on the floor of the Senate.’ 

Instead of using their influence to get before Congress an amend- 
ment broadening the scope of the price control bill, the farm organiza- 
tions concentrated their attention on the bill’s provisions authorizing 
control of agricultural prices. Early drafts of the bill did not contain 
special limitations on the authority of the price administrator to set 
ceilings on farm prices. Later there was written in a limitation which 

would have allowed the administrator to fix the price of any farm 
commodity which had reached parity levels. Preliminary discussions 
between OPACS staff and farm groups were on the basis of a 100 
percent of parity standard.’ Prior to introduction of the bill and 
after conference with Congressional leaders, Leon Henderson accepted 
a revision which authorized price ceilings only on agricultural com- 
modities which had reached 110 percent of parity. The bill, as intro- 
duced, contained this limitation. Later the board of directors of the 
American Farm Bureau Federation adopted a resolution which stated 
that, in order to maintain the average price of farm produce at parity 
levels, ‘‘no price ceiling should be established on any agricultural com- 
modity or the products thereof at a price less than 110 percent of 
arity.’ 

To a considerable extent the agricultural price issue was a direct 
offspring of the agricultural policies which the Government had fol- 
lowed since 1933. Parity of farm income with that of industry and 
labor became the goal of the Government as well as of the big farm 
pressure groups. Various forms of subsidies—soil conservation and 
incentive payments, crop loans—were utilized to give the farmer a 
larger share of the national income than he could get by selling his 
crops in the normal market. These measures were devised to cope 
with an agricultural problem of which huge surpluses were sympto- 
matic. The tendency to think of the farm problem as primarily one 
Es conpadend Record, vol. 87, pt. 9, p. 9207. 


7 New York Times, Feb. 5, 1942, p. 20, cols. 2and6. Senator Prentiss M. Brown in a letter to the editor. 
8 U.S. Congress. Senate. Committee on Banking and Currency. Hearings on H. R. 5990, 775th Cong., 


Ast sess., p. 140. 
°U. §. Congress. House. Committee on Banking and Currency. Hearings (revised) on H. R, 5479, 


. 77th Cong., Ist sess., p. 1112. 
10 Ibid., Pp. 1389. The date of the resolution was Sept. 10, 1941, 
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of surpluses made it difficult to see clearly what policies should be 
pursued in dealing with short supplies. 

For this reason Mr. Henderson, while not enthusiastic about the 
110 percent of parity provision, thought it a ‘workable standard.” 
Before the attack on Pearl Harbor he testified: 

. in a number of agricultural commodities what you are going to have, 

rather than the difficulty of their being too high, is that they are still going to 
think they are too low. . . . We have fairly ample stocks of most agricultural 
commodities.!! 
Although the outbreak of war was in itself a warning that planning 
for food as well as for industrial production should be reexamined, 
expert opinion continued in the belief that supplies of most agricul- 
tural commodities were more than ample for war needs. Former 
President Herbert Hoover, the Food Administrator of World War I, 
on December 16 said ‘‘the question of putting a ceiling higher than 
parity is more or less academic, because the Department with all its 
pushing up of the floor has not been able to get up to parity yet.” » 
This view was shared by the Secretary of Agriculture. 

After the attack on Pearl Harbor, Leon Henderson urged Congress 
to restore the original provision of the price-control bill authorizing 
the price administrator to fix agricultural prices at parity levels. 
The bill passed by the House of Representatives provided that prices 
for agricultural commodities could not be set below: (1) 110 percent 
of parity; (2) the market price on July 29, 1941; or (3) the average 
price during the period July 1, 1919, to June 30, 1929. The first of 
these limitations, Mr. Henderson said, had been inserted in recogni- 
tion of the Government’s policy of guaranteeing parity prices to 
farmers, and the second, to prevent a reduction of farm prices below 
levels existing when the bill was introduced. The third limitation, 
however, had been added in final passage of the bill, with very little 
discussion of its effect. He pointed out that these limitations, taken 
together, would allow the average farm price level of 27 major farm 
products to rise to 116.6 percent of parity, a rise above prevailing 
levels of about 12 percent of parity, before controls could be estab- 
lished. Mr. Henderson requested the Senate Committee on Bank- 
ing and Currency to eliminate the “110 percent of parity’? and the 
“average price during July 1, 1919, to June 30, 1929” provisions of 
the House version of the Price Control bill." 

The majority of farmers would have accepted parity as the stand- 
ard, according to public-opinion polls. Ina survey made in November 
1941, 52 percent of the farmers indicated their satisfaction with the 


1 Thbid., pp. 650-51. 


12U.S. Congress. Senate. Committee on Banking and Currency. Hearings on H. R. 5990, 77th 
Cong., 1st sess., p. 421. 
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prevailing price levels.4 The American Farm Bureau Federation, 
however, was adamant on the 110-percent-of-parity limitation. It 
_ Claimed that this restriction was necessary in order to prevent the 
average price of farm commodities from falling below parity and in 
support of its position it cited the Secretary of Agriculture, who had 
said, ‘‘The real purpose of restricting ceilings to a point somewhat 
above parity is to make it reasonably sure that all farmers will have 
an opportunity to get parity,” and “It happens to be the expressed 
policy of Congress and the Administration to achieve and maintain 
_ farm prices at parity.’’® The fact that Mr. Henderson had given 

the 110-percent provision his approval was also noted. This differ- 
ence of opinion between representatives of the Executive Branch on 
the question of agricultural prices undoubtedly weakened the Ad- 
ministration’s effort to provide effective control of agricultural prices. 

On December 10, the day after Mr. Henderson urged the adoption 
of a strong price-control bill, the Office of Price Administration placed 
price ceilings on approximately all types of fats and oils. Many 
of these fats and oils were normally imported from the Pacific area. 
With the threat of Japanese blockade of these sources, a wave of 
speculative buying swept the market. The resultant sharp price 
increases called for immediate action. Since fats and oils are highly 
interchangeable, the Office of Price Administration had to put ceilings 
on both domestically produced and imported commodities. Under 
the theory of control incorporated in the pending price bill, it was 
necessary to fix prices as of a base date when a normal price relation 
between the various types of fats and oils existed.'® The prices set 
for cottonseed oil and lard were the closing exchange prices as of 
November 26, 1941. 

Issuance of this price schedule, while it was an essential step, 
stirred up opposition to price stabilization. Four days after the 
regulation was announced the President of the American Farm Bureau 
Federation indicated his displeasure: 

Mr. Henderson not only has failed to keep his agreement with regard to the 
110 percent provision, but during the last few days he fixed prices on fats and oils 
without consulting the proper officials of the Department of Agriculture. If 
he is going to administer this program in this manner, I am not in favor of giving 
him this wide discretionary authority. I am not. Positively am not. 
Certainty that the demands of war would wipe out agricultural sur- 
pluses and that special measures would have to be taken to obtain 


4 Public Opinion Quarterly, vol. 5, No. 4, p. 667. 

15 For the Farm Bureau’s position following the declaration of war, see testimony of O’Neal in Senate 
Committee on Banking and Currency Hearings, p. 429. Secretary Wickard’s statement before the House 
Committee (see House Committee on Banking and Currency Hearings, pp. 20, 71, et seq.) was made a 
part of the Senate Committee record by O'Neal. 

16 Price Schedule No. 53, 6 Federal Register 6409, 
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maximum production of foodstuffs gave Mr. O’Neal a new argument: 


: Price ceilings placed on agriculture should be fixed in such & way as to 
be consistent with the need of the Nation for additional food production. It is 
well known that the Secretary of Agriculture is asking for increased production 
of fats and oils. Arbitrary action by Mr. Henderson in fixing prices on fats and 
oils without consulting. the proper officials of the Department of Agriculture is 
a positive indication that he is not properly coordinating his efforts . . . with 
those of the Secretary. . . 

On December 17, a resolution was introduced in the Senate request- 
ing the Office of Price Administration to rescind its fats and oils 
order pending final action on the price-control bill. In spite of the 
fact that between August 1939 and December 1941 cottonseed oil 
prices had risen 137 percent and lard prices 76 percent, the Cotton 
Belt and Corn Belt Congressmen were bombarded by protests from 
their constituents. The President of the National Cotton Council 
was quoted on the floor of the Senate as stating that the action 
of OPA “constitutes a serious breach of good faith on the part 
of a Governmental agency.’’!* Economic pressures and special 
interests did not become less active as the Japanese military machine 
moved into new areas of conquest. 

The possibility of delegating to the Secretary of Agriculture respon- 
sibility over agricultural prices was given serious consideration. 
Beginning with the National Defense Advisory Commission, authority 
over prices had been withheld from agencies responsible for produc- 
tion. This policy was based on the tendency of production agencies 
to become identified with the interests of producers. There were 
particularly strong reasons for placing price-control functions outside 
the Department of Agriculture. Over a long period of years the 
Department has sought to improve the economic position of farmers 
and to make rural life more attractive and satisfying. Its efforts 
to increase farm prices did not always accord with the desires of con- 
sumers and the food distribution trade, in whom it had only a second- 
ary interest. These efforts, moreover, were supported in Congress 
by the ‘farm bloc” and by effectively organized farm pressure groups 
as well as by the Executive branch. Against this background, it 
seemed that a new price-control agency would be in a better position 
than the Department of Agriculture to hold down agricultural prices. 
This decision was acceptable to the Department until it appeared 
that demands would wipe out food surpluses and push prices above 
prevailing levels. 


17U. 8. Congress. Senate. Committee on Banking and Currency. Hearings on H. R. 5990, 77th 
Cong., 1st sess., p. 443. 


18 Congressional Record, Vol. 87, pt. 9, p. 9900. For price data, see U. 8. Department of Labor, Wartime 
Prices, part I, p. 57. 
19 Congressional Record, vol. 87, pt. 9, p. 9901. 
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After the declaration of war, the Secretary of Agriculture changed 
his position on the question of agricultural price controls. In an 
off-the-record appearance before the Senate Committee on Banking 
and Currency, Secretary Wickard reaffirmed his approval of the 
price-control bill’s objectives. He went on to say that since his 
earlier testimony the United States had become involved in the war; 
the bill, therefore, should be examined in light of the need for abun- 
dant production. His statement continued: 

. . . If it is rightly used, the control of prices can help to get farm production. 
It can help prevent inflation . . . On the other hand, price management in war- 
‘time must be skillfully used and synchronized with the production effort. Other- 
wise it may interfere with the production effort and therefore do more harm 
than good. . 
The Secretary described some of the steps taken by the Department 
of Agriculture to obtain greater production and urged that the 
Government grant price inducements to agriculture as well as in- 
dustry. He then indicated his doubt as to the ability of the Depart- 
ment of Agriculture and the Office of Price Administration to join 
in a program which called for increased farm production and a stabi- 
lization of food prices and the cost of living: 

To take care of changing conditions, we have had to adjust prices of many 
products almost daily. It is a delicate and difficult job at best. What would 
it be like if another set of price controllers were to move into the field? The 
Department’s operations in this intricate and important field should be compli- 
cated no more than they are at present. 

I must say that the Office of Price Administration has informed the Depart- 
ment that it will, if necessary, change price ceilings. But this raises a question. 

If the Department of Agriculture must revise the price ceilings on farm pro- 
ducts set by the Office of Price Administration, why not let the Department fix 
the ceilings in the first place? 2 


A few days after the Secretary of Agriculture’s appearance, an 
amendment was submitted in the Senate which would give the 
Secretary of Agriculture and the Price Administrator coordinate 
responsibility for the stabilization of farm prices.21 In commenting 
on this proposal Senator Prentiss M. Brown, who presided over most 
of the hearings before the Committee on Banking and Currency, 
said: 

. . . We thought we were doing what Mr. O’Neal wanted, within reason, we 
thought we were doing what the Senator from Alabama wanted, and we thought 
this controversy was pretty largely out of the window. Not only that, but we 
were also doing all the Secretary of Agriculture asked.” 


20 Department of Agriculture. Press Release. Statement of Claude R. Wickard, Secretary of Agri- 
culture, before the Senate Banking Committee and Currency Subcommittee on H. R. 5990, Jan 2, 1942. 
31 Congressional Record, vol. 88, pt. 1, p. 7. One of several amendments introduced by Senator Bank- 


head on Jan. 5, 1942. 
22 Senator Prentiss M. Brown, Congressional Record, vol. 88, pt. 1, p. 175. 
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The position of Mr. O’Neal and the American Farm Bureau Federa- 
tion was not long in doubt. Telegrams went to all Members of the 
Senate stating: 

This amendment imperatively necessary to keep faith with pledges of Congress 

and Administration to millions of farmers who are mobilizing in an all-out effort 
to produce adequate food and fiber to win the war. Without this amendment 
entire agricultural production for defense program stands in jeopardy. This 
amendment also necessary in order to prevent dual authority in the administra- 
tion of agricultural programs.” 
The President was unable to stem the drive to divide control over the 
stabilization of farm prices. A provision requiring the Price Admin- 
istrator to obtain prior approval of the Secretary of Agriculture of 
action affecting agricultural commodities was passed by a 48 to 37 
vote of the Senate.** It was also accepted by the House. 

Because of fundamentally different attitudes, OPA and Agriculture 
frequently disagreed about control of food prices, with the result 
that stabilization and food-production policies required continuous 
adjustment throughout the war. 

One section of the bill which attracted relatively little attention 
at the time of the debates later assumed major significance. The 
bill submitted to the Congress contained a provision authorizing the 
use of subsidies for the purpose of obtaining maximum production or 
preventing price increases. It was contemplated that the Govern- 
ment would purchase commodities where necessary and resell at a lower 
price; a revolving fund was proposed in order to facilitate such buying 
and selling operations. The Price Control Act authorized subsidies 
for the purpose of bringing out marginal production but prohibited 
their use for preventing price increases. Under this authority sup- 
plies of copper, lead, zinc, and other strategic materials were expanded 
by payment of Government premiums on all production above quotas 
which generally were based on 1941 output. High-cost mines were 
brought into production without granting the price increases which 
they would have required to operate under OPA ceilings. This 
device, known as the premium price plan, stimulated increased pro- 
duction, helped to stabilize prices of metal products, and saved the 
Government millions of dollars on purchases of metal war matériel 
and in general proved to be one of the most successful of the wartime 
programs. 

The act as finally passed was characterized by the President as 
“all in all a workable one.” The Office of Price Administration was 
established under the direction of a single head, the Price Adminis- 
trator. It was given the responsibility for the prevention of excessive 


3 Congressional Record, vol. 88, pt. 1, p. 179 
4 Tbid., p. 189. 
95 56 Stat. 26-27. 
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and speculative price increases, price dislocations, and inflationary 
tendencies. In effecting these purposes the Price Administrator was 
authorized to establish maximum prices which would be generally 
fair and equitable and in doing so to give consideration to the prices 
prevailing between October 1 and October 15, 1941. 

Special limitations were imposed on the Administrator’s powers 
- over agricultural commodities. Maximum prices could not be estab- 
lished for an agricultural commodity until the price of the commodity 
had reached the highest of the following prices: (1) 110 percent of 
parity or a comparable price; (2) the market price as of October 1, 
1941; (3) the market price as of December 15, 1941; and (4) the average 
price for such commodity during the period July 1, 1919, to June 
30, 1929.72 As mentioned previously, approval of the Secretary of 
Agriculture was a prerequisite to the fixing of any price for an agri- 

cultural commodity. 

The Price Control Act also authorized the Price Administrator to 
establish maximum rents for housing accommodations in areas where 
defense activities had affected rent levels. Under this provision the 
following procedure was established by OPA: (1) the agency desig- 
nated war-boom communities as defense rental areas and specified the 
levels at which rents should be stabilized; (2) a 60-day waiting period 
followed this designation, during which the recommended stabilization 
might be achieved by voluntary action of landlords or by State or local 
regulation; (3) if rents were not stabilized within 60 days, Federal 
regulation was extended to the area and OPA designated a maximum 
rent date which was “generally fair and equitable” and which gave due 
consideration to rents prevailing on April 1, 1941, or April 1, 1940, 
if defense activities had inflated rents prior to April 1941; (4) within 
approximately 60 days after designation of the maximum rent date all 
rental units in a defense rental area were registered with OPA; and (5) 
the registered rent became the legal maximum rent for the duration 
of the war unless an increase was approved by OPA. 

The Price Control Act gave OPA several alternative methods of 
enforcing its regulations: (1) Any person convicted of violating a price 
or rent order was subject to a maximum penalty of 1 year imprison- ~ 
ment and $5,000 fine. (2) Federal district, State, and territorial 
courts were authorized to issue writs enjoining violation or ordering 
compliance with regulations. (3) A person subject to a price and rent 
regulation could be licensed by OPA; by violating the regulation and 
upon suspension of the license by an authorized court, the person 


2% The explanation of why these alternative ceilings were written into the law is in the following: (1) 110 
percent of parity gave the most favorable price for wheat, corn, oats, barley, sweetpotatoes, soybeans, 

peanuts, flaxseed; (2) October 1, 1941, was most favorable for cottonseed and certain types of tobacco; (3) 
December 15, prices were highest for rice, eggs, beef cattle, veal calves, and wool; and (4) the 1919-1920 
average gave the highest prices for potatoes, edible dry beans, cotton, live chickens, and lambs. 
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would forfeit for as long as 1 year his right to deal in the regulated 
commodity. (4) Finally, any consumer who had been charged more 
than the amount allowed by a price or rent regulation might sue the 
seller for treble damages—three times the amount of the overcharge 
or $50, whichever was higher. 

These provisions of the Price Control Act gave OPA an unusual 
assortment of enforcement tools. But as its area of control widened, 
the effectiveness of control depended upon the willingness of retailers, 
landlords, consumers, and tenants to comply voluntarily with price 
and regulations rather than upon formal enforcement action. 

Special provisions were included for the protection of private rights 
of individuals. Any person subject to a price or rent regulation could 
file with the Price Administrator a protest, accompanied by evidence 
supporting his contention that the regulation was unfair as applied to 
him. Within a reasonable period of time (generally 30 days) the 
Price Administrator was required to act on the protest and if the 
protest was denied, the individual had the right of appeal to an Emer- 
gency Court of Appeals which was created by the act. This court 
consisted of three judges appointed by the Chief Justice of the Supreme 
Court from Federal district and circuit courts and thus was certain 
to be highly competent. The Emergency Court of Appeals had 
exclusive jurisdiction, subject to final review by the Supreme Court, 
to determine the validity of OPA price and rent regulations. This 
provision expedited judicial review of OPA administrative acts, per- 
mitted continuous operation of regulations pending review by the 
Emergency Court, and safeguarded individual rights as fully as was 
consistent with wartime conditions. Subsequent dissatisfaction with 
this procedure was caused by OPA’s inability to review quickly the 
protests which poured in regularly. The procedure itself was funda- 
mentally sound. 


Formulation of Stabilization Policy 


Although the Price Control Act on the whole was satisfactory, the 
Government still lacked authority and a program to hold down the 
cost of living. The chief weakness in the price-control area was the 
limitation which had been imposed on the pricing of agricultural 
commodities. But there were as yet no supplementary controls over 
wages and little had been done to relate war finance to the require- 
ments of the economic stabilization program. A series of crises 
showed that action on these matters could not long be delayed. 

The first crisis was caused by the Government’s attempt to hold 
farm prices at current levels. Upon signing the Price Control Act, 
the President said, ‘I feel that most farmers realize that when farm 
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prices go much above parity, danger is ahead.” He stated that he 
was giving the legislation his approval with the understanding, ‘“con- 
_ firmed by Congressional leaders,” that the bill contained nothing 
which could be construed ‘‘as a limitation on the existing powers of 
governmental agencies . . . to make sales of agricultural commodities 
- in the normal conduct of their operations.”” The Government owned 
large stocks of grain and cotton which had been acquired in its at- 
tempts to maintain farm prices during periods of surpluses. By 
timely disposition of these supplies it would be possible both to relieve 
shortages and to restrain shortage-induced price increases. Soon 
after the President signed the Price Control Act, Secretary of Agricul- 
ture Wickard announced that the Government would undertake such 
a program. Under the plan, the Department would attempt to 
stabilize farm-produce prices which had not yet reached 110 percent 
of parity or the other levels stipulated in the Price Control Act and 
which, therefore, could not be controlled by OPA price ceilings. 

Immediately after this announcement cotton prices on the exchanges 
dropped substantially. The Senate Committee on Agriculture called 
the Secretary of Agriculture before it in an attempt to ascertain what 
modifications in the program might be possible. After a meeting of 
several farm organization representatives, the Senate Committee 
reported favorably a bill prohibiting the disposition of Government- 
owned stocks of cotton and grain below parity prices.” 

The policy on the disposition of surpluses was calculated to prevent 
increases in the price of food. Corn and wheat producers were re- 
ceiving parity income as the result of Government benefit payments. 
_ If feed prices were allowed to rise, milk prices also would have to be 
increased. Higher feed costs would mean either price increases for 
poultry and hog producers or the abandonment of increased produc- 
tion programs for these basic foodstuffs. By careful disposition of 
surplus stocks, a $1 billion rise in the annual cost of living could be 
prevented, the Secretary of Agriculture believed. 

Meanwhile, labor’s drive for wage increases commanded attention. 
While the price-control legislation was before Congress, a conference 
of industry and labor representatives was called by the President. 
Out of this conference came the ‘‘no-strike, no-lock-out pledge’’—the 
promise of organized labor and management that for the duration of 
the war, labor disputes would be settled without work interruption. 
It was also agreed that the National Mediation Board should be 
superseded by a new agency responsible for the adjustments of dis- 
putes. By Executive order, issued on January 12, 1942, the President 
established the National War Labor Board, composed of four repre- 


2 Congressional Record, vol. 88, pt. 1, p. 1188. The bill was S. 2255 and the report was Senate Report No. 
1054; See New York Times, Feb. 1, 1942, p. 1, col. 1. 
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sentatives each from labor, management, and the public, with the 
function of deciding labor disputes which could not be settled by other 
methods. 

The WLB order did not contain any statement of national wage 
policy to guide settlement of wage disagreements. The Board, like 
other departments of the Federal Government dealing with wage 
matters, was directed by the Price Control Act ‘to work toward a 
stabilization of prices, fair and equitable wages, and cost of produc- 
tion.” In the absence of policy standards such as those set forth in 
the Price Control Act with respect to price levels, the threat of further 
increase in the cost of living accentuated the administrative difficulties 
of the War Labor Board. Cases began to pile up before the Board 
had established an organization to handle them. Workers became 
impatient at the delays which seemed more exasperating as the cost 
of living surged upward. Wildcat strikes broke out, contrary to the 
no-strike pledge and beyond the control of the leaders who had given 
the pledge. 

Further action on the stabilization front was imperative. A pro- 
gram for such action had been given in the President’s budget message 
for 1943. The Chief Executive set a $56 billion goal for war expendi- 
tures, proposed a $7 billion tax program, and requested a $2 billion 
increase in the Social Security program. On the subject of inflation 
controls, he said: 

An integrated program, including direct price controls, a flexible tax policy, 
allocation, rationing, and credit controls, together with producers’ and consumers’ 
cooperation will enable us to finance the war effort without danger of inflation, 
This is a difficult task. But it must be done and it ean be done. 

The President instructed the Director of the Bureau of the Budget 
on March 16, 1942, to take the lead in developing an integrated anti- 
inflation program. The Treasury, Office of Price Administration, 
Federal Reserve Board, Department of Agriculture, and the Bureau 
of the Budget were to cooperate in formulating the program. The 
President appointed a committee, with the Vice President as chair- 
man, which, in accordance with the President’s instruction, began to 
“work fast.” 

Ten days later, March 26, 1942, a preliminary memorandum pre- 
pared by staff of the Bureau of the Budget was sent to the President. 
In urging the adoption of a “war program to prevent inflation” the 
document stated: 


Bold and concerted action is required. Inflation cannot be stopped as long as 
wage increases, as well as rising Government expenditures, create additional 
purchasing power. Wage increases cannot be stopped as long as prices rise. The 
price rise cannot be stopped unless part of the rapidly increasing purchasing power 
is absorbed by fiscal measures. Fiscal measures cannot be effective as long as 


% Congressional Record, vol. 88, pt. 1, p. 40. 
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businessmen, wage earners, and farmers can make up for taxes by increasing 
their incomes. Only simultaneous action on all fronts can stop the inflationary 
_ spiral. 

The essential steps proposed were to freeze prices as of April 1; to 
freeze all basic wage and salary rates, except those below 40 cents an 
_ hour; to request Congress to levy heavier taxes, including, in addition 
to the $7 billion program of the budget message, $2 billion of personal 
income taxes to be withheld by employers, and a retail sales tax to 
raise $2.5 billion; to seek early congressional consideration of the pro- 
posed $2 billion expansion of the Social Security programs; to request 
immediate repeal of the 110 percent of parity provision of the Price 
Control Act, and subsequently to freeze all farm prices; and to adopt 
other inflation controls, such as extension of rationing, control of 
inventory accumulations, and limitation of installment buying of non- 
rationed goods. 

Officials working on the anti-inflation program disagreed about what 
policies to recommend to the President. The Secretary of Treasury 
objected especially to a retail sales tax, lowered income-tax exemptions, 
compulsory savings, and a wage freeze. He was particularly con- 
cerned about the effect on pending tax legislation of a request for addi- 
tional taxes. In a letter to the President he stated: 

Any substantial changes in this [tax] program proposed by the Administration, 

would greatly confuse the situation, delay enactment, and on these accounts, 
materially increase during the interval inflationary tendencies. There is little 
or no prospect of increasing the tax yield beyond the amount asked for in the 
Treasury program. 
A compulsory savings policy would, the Treasury believed, destroy its 
voluntary savings program. Arrangements had been made with 
labor and management for pay-roll deduction purchases of bonds and 
there was a large investment of personnel, planning, and advertising 
materials in the voluntary program. 

Opposition of Secretary Morgenthau weakened the effort to formu- 
late an effective program of action. He disagreed with and did not 
sign a memorandum submitted to the President on April 18 by the 
other members of the committee, who said ‘“We have come to the 
conclusion that partial programs will not work and that only a simul- 
taneous attack on prices, rents, wages, profits, and mass purchasing 
power will suffice’. The committee’s program included (1) an imme- 
diate ceiling on all prices; (2) proclamation of a policy of stabilization 
of all wage rates above 40 cents an hour; (3) prevention of unreason- 
able wartime corporate profits by the tightening of excess-profits-tax 
provisions, strict application of the internal revenue laws which pro- 
hibit deductions of “unreasonable” salaries, and a ceiling of $50,000 
after taxes on individual income; and (4) absorption of $10 billion 
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excess purchasing power by a compulsory “universal savings plan,” 
lowering of personal income-tax exemptions, and the expansion of the 
Social Security program. In conclusion, the memorandum stated, 
“Only a program as drastic and broad as that here outlined can stop 
inflation. Any lesser program must fail. Such failure will be a major 
- defeat.”’ 


The pessimistic tone of the memorandum was justified by economic _ 


developments since the declaration of war. From December 1941 to 
March 1942 food costs rose 4.9 percent and clothing prices 7.7 per- 
cent. By March the prices of these commodities were approximately 
20 percent higher than 1 year earlier. These increases had taken 
place in spite of the extension of formal price controls by the Office 
of Price Administration, and they were greater than during any sim- 
ilar period of the previous year. The rapid movement of workers to 
war production jobs during February and March contributed to the 
rising level of income payments. While the production of consumer 
goods declined sharply, retail sales continued at high levels (chart 30). 
Most of the ingredients for a run-away inflation were present. 


Seven Point Anti-Inflation Program 


On April 27 the President sent to the Congress his seven-point 
program to stabilize the cost of living. The message was not specific 
in all of its proposals, presumably because of the inability of the 
Wallace committee to agree on a detailed program and because of 
Secretary Morgenthau’s opposition to compulsory savings, a heavier 
tax program, and a wage freeze. ‘To keep the cost of living from 
- spiraling upward,” the President said, ‘‘we must: 


1. .... tax heavily, and in that process keep personal and corporate profits 
at a reasonable rate, the word “reasonable” being defined at a low level. 
2. .. . fix ceilings on the prices which consumers, retailers, wholesalers, and 


manufacturers pay for the things they buy; and ceilings on rents for dwellings in 
all areas affected by war industries. 


3. .. . stabilize the remuneration received by individuals for their work. 
4, .. . stabilize the prices received by growers for the products of their lands. 
5. .. . we must encourage all citizens to contribute to the cost of winning this 


war by purchasing war bonds with their earnings instead of using those earnings 


to buy articles which are not essential. 
6. .. . we must ration all essential commodities of which there is a scarcity, 


so that they may be distributed fairly among consumers and not merely in accord- 


ance with financial ability to pay high prices for them. 
7. ... we must discourage credit and installment buying, and encourage 


the paying off of debts, mortgages, and other obligations . . .”° 


The authority and administrative facilities of the Office of Price 
Administration were available to carry out points 2 and 6—to estab- 


% House Document No. 716, 77th Cong., 2d sess., p. 3. 
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lish general price ceilings, control rents, and ration scarce commodi- 
ties. The tax program and revision of farm price controls depended 
upon Congressional action which the President requested. Either 
Congress or the Executive might stabilize wages, the other crucial 
part of the anti-inflation program. 


OPA Action Under the Seven-Point Program 


The first and major action under the seven-point program was taken 
by OPA. On April 28, it issued the General Maximum Price Regu- 
lation which set the highest price charged in March 1942 as a ceiling 
over virtually every commodity purchased by the ordinary consumer. 
The GMPR was supplemented by 18 price regulations issued the 
same day and covering specific commodities such as solid fuels, non- 
ferrous castings, paper and paper products, farm equipment, and 
construction and road maintenance equipment. An order designating 
302 defense rental areas also was issued, bringing to 323 the areas 
designated since passage of the Price Control Act. 


Cuart 30. Retail Sales. 
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_ Largely because of the newness of the OPA organization, these 

regulations were more sweeping than the agency could administer 
effectively. Although staffing of the national office was reasonably 
adequate by the summer of 1942, weaknesses of internal organization 
and of administrative personnel seriously impaired the agency’s 
operations. First, separate organizational status had been given to 
specialized technical personnel, such as lawyers, accountants, and 
information staff, and to price, rent, and rationing activities. This 
form of organization produced an excess layering of clearance and 
_ gave to daily operations some of the less attractive aspects of inter- 
national negotiation. Simple differences of opinion among staff 
working on common problems were the subject of prolonged discussion 
or were referred for decision to the Price Administrator or his senior 
deputy. The coordinate organization and responsibility of the legal 
staff with the price, rent, and rationing departments was particularly 
unfortunate. Getting agreement between the lawyers and program 
personnel on policy questions frequently occupied the staff for months 
and the lawyers’ concern over possible litigation resulted in regulations 
which were unduly technical in form and difficult for the public to 
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understand. Second, the agency lacked experienced administrative 
talent at the center. Price Administrator Henderson necessarily was 
preoccupied with high policy questions and with relations with 
Congress, other agencies, and the public. Thus the job of pulling 
together the price, rent, rationing, legal, and information departments 
and of providing administrative leadership for the whole organization 
fell to the senior deputy. The internal organization of OPA thus 
accentuated difficulties which the top personnel were not equipped 
to handle. Third, OPA programs called for the printing and distribu- 
tion of vast quantities of regulations, registration forms, coupon books, 
and information bulletins. The agency was handicapped in this 
vital area by the weaknesses of the Government’s facilities for handling 
printing and distribution jobs of such vast proportions. 

Administration of the General Maximum Price Regulation and other 
price regulations required processing of hundreds of price adjustment 
petitions alleging hardship. The national office lacked facilities to 
assemble and analyze data relevant to these cases and no general 
policies had been laid down to guide the personnel in granting adjust- 
ments. Asa result, the national office during the summer of 1942 
found itself swamped with work which it was not equipped to handle, 
which delayed solution of pressing administrative problems, and which 
interrupted essential development of new price-control techniques. 
One result was to delay for months the anticipated replacement of 
the “‘general freeze’? with new tailor-made price regulations; e. g., 
dollars-and-cents regulations, which finally replaced GMPR for many 
commodities. 

The OPA field organization was even less ready to absorb the admin- 
istrative load incident to the seven-point program. When it became 
necessary to ration tires after Pearl Harbor, OPA, with the assistance 
of rationing administrators appointed by State governors, established 
a Nation-wide network of 8,000 local rationing boards. As additional 
programs were undertaken—automobiles, sugar, typewriters—the 
rationing organization expanded to include 48 State offices. Later 
district offices were also organized, conforming more or less to industrial 
and commercial areas. The district offices, of which there were 25 
by the summer of 1942, were expected ultimately to administer price 
controls in the field. Rent control was administered through area 
offices which were independent of both State and district offices, 
All of the subordinate field offices—State, district, rent area—fell 
within the immediate supervisory jurisdiction of regional offices, of 
which there were eight by the end of July. Many of the district 
offices had been ‘‘opened” but in no sense were ready for business. 
Although the General Maximum Price Regulation had been in prep- 
aration for months, there was little opportunity to discuss its initial 
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provisions with field staff (indeed, there were few with whom it might 
have been discussed) or to provide field offices with information useful 
in answering public inquiries. 

Provision for supervision of the field organization added to the 
confusion engendered by the loosely constructed organization. Until 
March 1942 responsibility for field operations was lodged in a Division 
of Field Operations through which all instructions, regulations, pro- 
cedures, and the like were channeled to field offices. After the Divi- 
sion was abolished in March, the major program divisions communi- 
cated directly with price, rent, and rationing personnel in the field 
- offices, frequently without informing regional administrators and 
state and district directors of their actions. Responsibility for super- 
vision of the field organization was undertaken by the Senior Deputy 
Administrator who also was responsible for general management of the 
Washington office. These combined responsibilities were so burden- 
some that inadequate attention was given to administrative problems 
at both the Washington and field office levels. 

Although OPA’s administrative inadequacies were to be expected 
in a new and rapidly expanding organization and were also present in 
other war agencies, they were especially significant in OPA because 
that agency had to carry the major responsibility for economic stabil- 
ization. As long as OPA’s administrative deficiencies remained, 
price control rested on the ability of the Price Administrator to achieve 
compliance by securing the cooperation of business and the general 
public. 

The President’s indication in his April 27 message that rationing 
would be resorted to only when there was an inadequate supply of an 
essential commodity represented an important policy decision. The 
Secretary of Treasury, in his argument against a stiff, integrated anti- 
inflation program, had urged the use of rationing on a wide scale in 
order to reduce competition between consumers for scarce goods; 
Limited experience with rationing had shown that, in view of adminis- 
trative complexities and public resistance to any rationing not clearly 
justified by shortages, rationing should be used only in limited and 
urgent cases. 


Taxation 


In his seven-point anti-inflation message the President had said 
‘“we must tax heavily.”” There were two reasons for heavier taxes. 
First, a very large part of war costs should be met out of current 
incomes of the American people which, because of vast Government 
expenditures, would reach record levels. In the spring of 1942, it 
appeared that war expenditures in the fiscal year 1943 would be about 
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$70 billion and the revenues from existing taxes about $18.3 billion. 
These estimates had led the Wallace anti-inflation committee, ap- 
pointed by the President in March, to recommend new taxes totaling 
$11.6 billion and a $2 billion increase in social security taxes. Under 
this program we would have paid about 42 percent of war costs out of 
current revenues and about 58 percent by borrowing. 

The second reason for taxing heavily was that OPA price, rent, 
and rationing controls needed to be reinforced by a tax program which 
would reduce substantially excess consumer purchasing power. If a 
large share of the war were financed out of current income, there 
would be less competition between consumers for scarce goods such as 
food and clothing. 

The Treasury in March 1942 submitted to Congress a new tax pro- 
gram calling for $7.6 billion in new taxes, about two-thirds of the 
amount recommended by the Wallace committee. Secretary Mor- 
genthau was unwilling to support a more substantial increase in taxes, 
presumably on the assumption that Congress would be unfriendly to a 
larger increase. In his testimony he said, ‘‘The new revenue act 
must help to check inflation, for nothing in the economic field can 
interfere with the war effort as much as an uncontrolled rise in prices’’. 
He went on, however, to say that “‘taxes alone’ cannot prevent infla- 
tion and “the sooner we come to complete rationing the better, as far 
as inflation goes’’.° 

The Wallace committee had suggested a retail sales tax to raise 
$2.5 billion. ‘This proposal was not acceptable to the Treasury and 
was also opposed by labor and consumer organizations. It was sup- 
ported before the Ways and Means Committee by the witness for 
the National Association of Manufacturers, who also commented 
adversely on taxation as an anti-inflation measure: 

Of course, we recognize that a tax on consumption would add to the cost of 
goods. But this in itself cannot bring about inflation. If you will pardon the 
language, we need only some plain old-fashioned American guts to stop inflation 
before it really gets under way. We can do this by putting a ceiling—at what- 


ever point this ceiling may be—on the prices of agricultural products, manu- 
factured goods, labor, commodities, and rents .. . 

We cannot believe that the millions of patriotic American farmers and working 
men object to these proper means of controlling inflation, and it is our sincere 
belief that they are ready to join manufacturers in the acceptance of any rigorous 
controls which threats of inflation may require. 

We have little sympathy for suggestions to take from people in this country 
a sizable portion of their savings and earnings just because of the theoretical effect 


on inflation; especially since the direct means of controlling inflation have yet 
to be taken and given thorough trial.3! 


© U. 8. Congress. House. Committee on Ways and Means. Hearings on Revenue Revision of 1942 
(revised), pp. 2 et seq. 
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The Treasury proposed to finance about 63 percent of the war by 
expanding its voluntary bond purchase program. At the request of 
Secretary Morgenthau, officials of the General Motors Corporation, 
and union representatives of General Motors’ employees appeared 
before the committee and described the elaborate campaign which 
had been developed for the sale of war bonds. Union officials testi- _ 
fied to their belief in the advantages of the voluntary system and 
the relation between voluntary methods, morale, and production. 
At the conclusion of the presentation the chairmen of the House 
and Senate committees gave their support to the voluntary savings 


| program, about which the President had said: “I prefer . . . to keep 


the voluntary plan in effect as long as possible.” During the first 
3 months of 1942 bond sales to individuals totaled only $2.3 billion, 
and for the quarter ending September 30 only $2.47 billion. Savings 
bonds sales accounted for less than one-fifth of the amount borrowed 
during July-September. During the summer, while Congress delib- 
erated on the tax bill, bond purchases did not relieve notably the 
pressure on price ceilings. 

The Revenue Act of 1942 became law in October and would pro- 
vide, according to estimates, approximately $3.6 billion additional 
revenue in the fiscal year 1943.22 This increase was about half of 
the amount which the President had requested. The United States 
would pay about 26 percent of war expenditures by taxation, as com- 
pared with 53 percent in Great Britain and 55 percent in Canada. 
To absorb some of the excess purchasing power, the new act levied 
a “victory tax’ of 5 percent on income in excess of $12 per week, to 
be withheld from the individual’s pay check. 


Food Price Control 


The Office of Price Administration faced two difficulties in control- 
ling food prices: First, commodities such as poultry, eggs, sheep 
and lambs, milk and milk products and wheat products, including 
flour, could not be brought under General Maximum Price Regula- 
tions because of the Price Control Act’s restriction on pricing agri- 
cultural commodities. The cost of living could not be stabilized 
until the prices of these basic foods were brought under control and 
with this objective the President’s seven-point message requested 
Congress to restore the “original and excellent” goal of parity for 
American farmers. 

Second, there was the problem of the “squeeze” under the General 
Maximum Price Regulations. GMPR was intended to hold prices 
generally at March 1942 levels. As retailers began to replenish 
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stocks of canned fruits and vegetables, they found that ceiling prices 
of their supplies were higher than the retail price ceilings. For one 
retailer, for example, the retail sales price of asparagus was $1.75 
per case, the wholesale price $2 per case. Farm prices and labor 
costs were up about 10 percent each and transportation costs were 5 
percent higher than in the previous year. Such substantial increases 
could not be absorbed by canners, but if they were passed on to retail- 
ers, retail price ceilings would have to be raised. The problem of 
the ‘‘squeeze’’ reached the crisis stage in May and June when, with 
record crops in the fields, packers and distributors threatened to 
strike until their prices were raised. 

There were three possible solutions for this problem. The first 
possibility was one frequently urged by retailers caught in the 
“‘squeeze’’: March ceilings might be raised to allow retailers to pass 
on to consumers the higher prices which had been granted to proces- 
sors. If applied generally, this policy would have made it impossible 
to hold the price line. A second aliernative was to remove canned 
fruits and vegetables from price controls. The chief argument ad- 
vanced for this action was that consumers would be brought to a reali- 
zation that OPA could not control the cost of living under the farm 
price provisions of the Price Control Act. Removal of controls, 
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however, would have made more difficult the eventual stabilization 
of food costs. A third alternative was to hold the line at March price 
levels and to absorb increased costs through Government subsidies. 

Although OPA favored Government subsidies to relieve the 
“squeeze,” this alternative also was questionable In view of the 
legislative history of section 3 of the Price Control Act, which indi- 
cated a clear congressional intent to provide flexible prices for agri- 
cultural commodities, it was difficult to see how the Executive Branch 
could maintain fixed prices for agricultural commodities by subsidy 
payments. The authority of the Department of Agriculture in the 
maintenance of maximum prices was also a complicating factor. 
Through the Commodity Credit Corporation, the Department had 
about $450 million and unquestioned authority to subsidize for the 
purpose of increasing production or guaranteeing minimum prices to 
farmers. But use of these funds to maintain fixed food prices con- 
trary to congressional policy might jeopardize the program for sub- 
sidizing food production. 

A clear-cut solution was not possible. On June 19, 1942, the Presi- 
dent advised the Secretary of Agriculture of his anxiety that “every 
possible administrative step be taken to maintain price ceilings estab- 
lished under the General Maximum Price Regulation, and, at the same 
time, secure the necessary volume of agricultural production.” His 
letter continued: 


Pending clarification of the policy of Congress on this question, I am asking 
you to use Commodity Credit Corporation funds, or funds available to the Depart- 
ment ... for the purpose of making purchases for resale at a possible loss in 
those instances in which the situation is so critical that some sort of action needs 
to be taken in the very near future. 

You should also promptly advise congressional leaders of your plans in order 
to be assured that they have full understanding of the program and will facilitate 
legislation necessary for its success. 


The President also sent a letter to Price Administrator Henderson, 
saying: 


I would like to have you work very closely with the Department of Agriculture 
on this program and render every possible assistance to the end that we maintain 
the highest possible production of food commodities while holding the cost of 
living at present levels. 


It was hoped that the immediate emergency (the 1942 pack of fruits 
and vegetables) might be handled in the manner suggested by the 
President. This solution, however, depended on the willingness of 
Congress to maintain food price ceilings and to authorize subsidies 
for that purpose. Since passage of the Price Control Act in January, 
Congress on a number of occasions had asserted its opposition to more 
rigorous control of farm prices. This position was especially clear in 
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_ an amendment to the appropriation bill for the Office of Price Admin- 
istration which restated and strengthened the 110 percent of parity 
and other restrictive provisions of section 3 of the Price Control Act.* 
After conferences between congressional leaders, the Secretary of 
Agriculture and the Price Administrator, it was concluded that the 
available funds of the Department of Agriculture should not be used 
to maintain price ceilings until the specific question had been fully 
discussed by Congress. 

Accordingly, the Office of Price Administration made such adjust- 
ments in the price ceilings as were necessary to move 1942 crops of 
fruits and vegetables. A Gallup survey made in June showed that 
58 percent of the farmers were satisfied with the prices which their 
crops were bringing. But Executive agencies were obliged to con- 
form to legislative policy of flexible prices for agricultural commodities. 


Wage Stabilization 


Upward adjustments of food prices did not, however, contribute 
to stabilization of the cost of living, or to the stabilization of wages. 
The April 27 message of the President dealt with wage matters in 
these terms: 

. all stabilization or adjustment of wages will be settled by the War Labor 
Board machinery which has been generally accepted by the industry and labor 
for the settlement of all disputes . . . the existing machinery . . . will, of course, 
continue to give due consideration to inequalities and the elimination of sub- 
standards of living.*4 
This statement did not provide a national wage policy. When were 
there inequalities? Does an inequality exist when there are differ- 
ences between one wage group and another? If so, it would be im- 
possible to prevent an inflationary spiral. 

Allocation of authority among the agencies interested in wage 
stabilization was not clear-cut. The War Labor Board necessarily 
would have to develop wage standards in the process of settling dis- 
putes. The Board, however, seemed overwhelmed by the number 
and complexity of the cases referred to it in the first half of 1942. 
While it was attempting to settle some of these disputes, other agencies 
moved on the wage stabilization problem. On May 22 the Depart- 
ment of Labor announced an agreement for the building trades which 
stabilized wages on Government war construction at rates paid under 
collective bargaining agreements on July 1. The Labor Production 
Division of the War Production Board sponsored a wage stabilization 
agreement in the shipbuilding industry and planned to extend these 
arrangements to other areas. The primary objective of WPB’s wage 
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activities was to increase production by developing a stable labor — 
force, reducing turnover and migration, and facilitating the training 
of new employees for industrial work. A secondary objective was to 
stabilize wages at levels which would help check inflationary pressures. 

These objectives were to some degree incompatible and it was not 
- clear just how all of them could be achieved. In a tight labor market 
it would be difficult, if not impossible, to increase some wages and 
reduce others. Adjustment by collective bargaining between unions 
and employers normally resulted in higher wage levels. 

. A conference of the airframe industry held on the West coast in 

- July illustrated the conflicting objectives among the several Govern- 
ment agencies interested in wage stabilization. The War Manpower 
Commission was primarily interested in questions of labor supply, the 
War Production Board in the expansion of production. ‘Price as 
usual” during a production crisis was as reprehensible as ‘‘business as 
usual.’”’? This attitude was repugnant to OPA’s position and could 
not. be fitted into the general economic stabilization program. Di- 
vergent views of Government officials confused labor and employer 
representatives, who requested a statement clarifying the Govern- 
ment’s standards of wage stabilization as set forth in the April 27 
anti-inflation message. 

A definition consonant with the requirements of price stabilization 
was supplied by the OPA representative: 

Wage stabilization means no wage increases except to eliminate inequalities 
and substandards of living . . . The Government will require that compelling 
evidence be produced before assenting to any increase.*® 
Since the union officials had presented requests for substantial wage 
increases, the effect of this statement was such that the conference 
adjourned and the Government representatives returned to W ashing- 
ton to work out a method of relating high-level production, price 
ceilings, and wage stabilization. 

On July 16 the turbulent labor situation was eased temporarily by 
the War Labor Board’s decision in the Little Steel wage dispute. 
While this case was pending, the Board was almost destroyed by a 
labor threat to withdraw its representatives from the Board—a crisis 
which was prevented by Presidential intervention. Public opinion 
had been outraged by a series of strikes in February and March which 
endangered the program for conversion to military production. To 
deal with this situation WLB proposed to raise hourly wage rates 
only where wage increases had not kept pace with the 15 percent rise 
in the cost of living between January 1941, and May 1942. Excep- 
tions to this rule would be granted only to remove inequalities or sub- 
standard conditions. According to a Government public-opinion 
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survey, this formula was acceptable to a majority of workers: 60 
percent of the workers were in favor of stabilizing wages at current 
levels. Of these, 37 percent insisted that the cost of living be kept 
in line with wages. 

The Office of Price Administration was less enthusiastic about the 
War Labor Board’s formula for tying wages to the cost of living. 
Such a scheme would tend to maintain prewar standards of living— 
an expectation which was perhaps not justifiable in a war for survival. 
Under the formula, large blocks of workers would be entitled to wage 
adjustments. Such adjustments would complicate the task of the 
price-control agency in two ways: (1) unit labor costs, which had risen 
by an average of 1.3 percent per month from January to May, might 
force revisions of price ceilings which the agency was not equipped 
to handle; and (2) without compulsory savings or a stiff tax law, the 
gap between consumer income and the supply of consumer goods would 
steadily widen. 


Credit Controls 


On May 6, 1942, the Board of Governors of the Federal Reserve 
System revised and strengthened its Regulation W which restricted 
purchases of consumers’ durable goods through installment payments, 
charge accounts, and other forms of credit. The regulation had been 
issued in August 1941 under authority of an Executive order, and was 
intended to slow down the record buying which threatened to deplete 
inventories of consumers’ goods. Although credit controls were 
reasonably effective, they did not reach the people who could afford 
to pay cash for the goods they wanted. For this reason credit con- 
trols were of minor importance in the fight against inflation. 

To summarize, the seven-point program was an attempt to deal 
simultaneously with all major aspects of the inflation problem—price 
and rent levels, wages, finance. The principal achievement was the 
issuance by the Office of Price Administration of the General Maxi- 
mum Price Regulation and accompanying price and rent regulations. 
By July, however, it was apparent that the plan would fail because 
follow-up action on several points had not been taken. OPA’s diffi- 
culty in administering the General Maximum Price Regulation was 
aggravated by the lack of supporting action specified in the President’s 
message. Iixcess purchasing power created pressure under price ceil- 
ings as Congress debated a new tax bill and postponed action on revi- 
sion of the 110 percent of parity limitation of the Price Control Act. 
Bond sales to individuals, chosen as an alternative to compulsory 
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savings, accounted for a small part of total Government borrowing. 

As long as the 110 percent restriction remained, OPA could not place 

ceilings on basic foodstuffs and the cost of living would continue to 

rise. Meanwhile, labor would drive for wage increases at least equal 
to those allowable under the Little Steel formula. 


Stabilization Act of 1942 


With the break-down of the seven-point program, another drive for 
coordination of anti-inflation activities was begun. By the end of 
- July it was apparent that the Little Steel formula for granting wage 
increases was an invitation to some of the farm organization leaders 
to get still higher prices for farm produce. Labor leaders considered 
any substantial rise in the cost of living an invitation to seek further 
wage increases. Congress was anxious to get out of Washington. 
The normal midsummer recess seemed even more appealing in view 
of the November Congressional elections. By the end of July, many 
Congressmen had gone home during an unofficial recess to which 
the President had agreed. 

OPA began to push for action by the Executive branch to ease the 
stabilization crisis and presented to Judge Rosenman a proposal at 
the White House for tightening up farm price and wage controls. 
The memorandum stated that the cost of living could not be stablized 
‘anless all major elements . . . including wages and agricultural 
commodities, are subject to common stabilization.” It recommended 
establishment of an administrative board to formulate wage stabiliza- 
tion policies and to issue directives to Federal agencies responsible 
for wage regulation, and the use of subsidies to maintain OPA price 
ceilings. The proposal was rejected because, without legislation 
authorizing such use of subsidies, the rise in the cost of living could 
not be halted. Also, creation of another labor agency was adminis- 
tratively unjustifiable and would probably contribute to rather than 
minimize labor unrest. 

The desirability of creating an agency to coordinate actions of 
various agencies responsible for parts of the stabilization program 
was explored. Such an agency would be useful only if authority 
could be found to stop the rise in the cost of living. After discussions 
among White House and Bureau of the Budget staff, a draft order 
was prepared in August, creating an Office of Economic Stabilization; 
prohibiting wage increases except where necessary to eliminate substand- 
ards of living or inequalities or to restore real wage rates as they 
existed on January 1, 1944; and authorizing the Administrator of 
OES to fix agricultural prices at the higher of two levels—market 
price or parity price as computed by the Secretary of Agriculture. 
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The proposed authority over farm prices in effect would amend by 
Executive order the 110 percent of parity and other limitations of 
the price-control act. The legal grounds for such action were explained 
to the Senate in the following terms: 

Remember that the Second War Powers Act was passed in March 1942, a 
little over a month after the price-control bill was passed, and, therefore, it super- 
sedes the Price Control Act as to any matters with respect to which the two 
may conflict. 

I have composed in sentence form a paraphrase of the provisions of the act 
which apply to the present situation: 

That whenever the President is satisfied that the fulfillments of require- 
ments for the defense of the United States will result in a shortage in the 


supply of any material . . . he may allot such material in such manner 
. upon such conditions . . 


What can that mean other than the conditions of the price, terms, and so forth, 
by which the materials and supplies will reach the public for private account, 
will reach the Army, and will reach the lend-lease operations? 

I can conceive of no language which could be written in general terms which 
would give the President of the United States greater power over the economic 
life, the service of supply, and the prices of things we have to buy and sell, than 
would the language contained in the Second War Powers Act.37 

There was little doubt of public willingness to accept responsi- 
bilities incident to the stabilization program. In August 70 percent 
of the people interviewed in a Gallup survey thought that every 
family not on relief should pay substantially heavier taxes. The 
efforts of the OPA to control the cost of living were commended by 
54 percent. And 71 percent approved the freezing of wages, salaries, 
and food costs, with no appreciable difference between the attitude 
of farm and urban dwellers. 

Voices were raised in opposition to the type of Executive action 
that had been proposed. The executive board of the Congress of 
Industrial Organizations sent to the White House a resolution oppos- 
ing the “naming of any czar or supreme dictator to regulate the 
economic affairs of the Nation,” criticizing the tax proposals of the 
Senate Finance Committee, and stating that “failure to adopt a 
sound tax program will defeat the entire national economic program”’.*® 
A Republican Senator was quoted as saying that the President should 
seek laws to bring farm-price-ceiling restrictions down to 100 percent 
of parity and that the War Labor Board should be given authority 
to pass on voluntary wage increases; he condemned those who argued 
that the President could “take any action he wanted to under his 
war powers’. ‘There were indications that amendment of the Price 
Control Act by Executive order would be made a campaign issue in 
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the November congressional elections. Presidential advisers, confi- 
dent of the willingness of the public to accept more drastic economic 
sacrifice and perturbed by the seriousness of the stabilization crisis, 
urged the President to issue the proposed order. 
_ Their recommendation was rejected by the President and on Sep- 
tember 7, he asked Congress for an immediate revision of the Price 
Control Act. On the question of the use of Executive authority to 
obtain control of farm prices, he said ‘‘the course which I am following 
in this case is consistent with my sense of responsibility as President 


in time of war, and with my deep and unalterable devotion to the 


processes of democracy.” Again he pointed out that real stabilization 
could be achieved only by concerted action on all seven of the anti- 
inflation fronts. As in April, such action depended upon enactment 
of an adequate tax program, and a law permitting the fixing of price 
ceilings on farm products at parity prices. The President called 
attention to the fact that Congress had not acted on this essential 
legislation and that further delay would endanger the economy. He 
said that the Price Control Act restrictions on the pricing of farm 
commodities meant that ‘the lowest average level for all farm com- 
modities at which ceilings may be imposed is not 110 percent, but 
116 percent of parity.’ Since price ceilings wer established in May 
1942, food costs—controlled and uncontrolled—had risen 1% percent 
per month; exempt commodities had risen an average of 3% percent 
per month since May. ‘The rise in uncontrolled food prices, he said, 
‘has been so drastic as to constitute an immediate threat to the whole 
price structure, to the entire cost of living, and to any attempt to 
stabilize wages.” Wages could not be stabilized unless the cost of 
food and clothing and shelter was also stabilized. 

The President requested Congress to pass legislation authorizing 
him to stabilize the cost of living, including the price of all farm 
commodities. 

I ask the Congress to take this action by the first of October. Inaction on your 
part by that date will leave me with an inescapable responsibility to the people of 
this country to see to it that the war effort is no longer imperiled by threat of 
economic chaos. 

In the event that the Congress should fail to act, and act adequately, I shall 
accept the responsibility, and I will act. 

At the same time that farm prices are stabilized, wages can and will be stabilized 
also. This I will do. 

Congressional comment on the President’s message was unfavorable. 
It was said that the President’s challenge was “an even worse method 
of approaching the problem than to issue an Executive order directly”’ ; 
the assertion that the President possessed authority to set aside the 
parity limitation and to fix wages and salaries was described as 
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revolutionary, as leading to dictatorship, and as foreign to American 
constitutional principles. Failure to control wages was said to be 
the fault of the Executive and not of the Congress. The request for 
legislative control of farm prices but not for wages was noted: “There — 
is much about agriculture, little about labor.” A threat to national — 
unity was seen: “It is unfortunate that when we are straining every 
nerve to win the war on every continent on earth, the people should 
be divided by an attempt to override the Constitution.” The “you 
do it or I will” tone of the message provoked the comment that “the 
responsibility cannot be adroitly transferred exclusively to these 
halls.” The charge that the Congress had failed to act on the two 
phases of the stabilization program which required legislation was 
said to invite “highly unfair implications which are unwarranted in 
facts a? 

Within a short time, Congressmen were on their way back to 
Washington and by September 21 bills had been introduced, hearings 
had been held, and measures had been reported to the House and 
Senate. Debate began immediately. Minor issues were administra- 
tion of the Price Control Act by the Office of Price Administration, 
failure of the Executive Branch to stabilize wages following the passage 
of the Price Control Act, the extent to which discretionary authority 
would be granted to “correct gross inequities,” and the possibility of 
preventing inflation without establishing controls over all segments of 
the economy. 

The paramount issue was whether the law fixing the method of 
computing parity should be changed to include farm labor costs. 
The parity formula, originally provided in the Agricultural Adjust- 
ment Act of 1933, had been changed from time to time, depending 
upon general economic conditions and the kind of Government pro- 
gram needed to give farmers a larger share of the national income. 
Inclusion of farm labor costs in the formula would have required 
further rises in agricultural commodity prices before controls could be 
imposed. This method of obtaining higher prices for farm produce 
was suggested in November 1941 by the chairman of the House Com- 
mittee on Agriculture. He expressed his satisfaction with the 110 
percent of parity saying: “I cannot understand how those of us who 
represent the farmers of the country could ask more.” He expressed 
dissatisfaction, however, with the method used by the Department of 
Agriculture in computing parity stating: 

As far as I am concerned the Department [of Agriculture] is using the wrong 
formulas in fixing parity prices on farm products. The Department does not add 


anything for farm labor nor does the Department take into consideration in seeing 
to it that the parity prices will give the farmers a just proportion of the national 
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income. The job of working out a fair and proper formula is going to be up to my 
committee.‘ 

The possibility of a drive to get higher prices also had been foreseen 
in the President’s Labor Day message, in which he said, “‘In computing 
parity, we should continue to use the computations of the Bureau of 


Agricultural Economics made under the law as it stands today.” 


Congress was deluged with telegrams and letters urging that the 
parity formula law be changed to include farm labor costs. The 
American Farm Bureau Federation, National Grange, National 
Council of Farmer Cooperatives, and the National Cooperative Milk 


Producers Federation all supported revision.“* These pressures were 


so intense that the chairman of the Senate Banking and Currency 
Committee felt that it was necessary to remind his colleagues that 
‘we do not hear from the vast majority of the American people.” 
Protests of Senators against pressure tactics provoked the response that 
leaders of farm organizations ‘‘are elected by farmer members of their 
organizations” and express the convictions and recommendations of 
millions of farmers.** Farm labor shortages, rising labor costs incident 
thereto, and the Government’s program for increased food production 
were cited in support of the proposed revision. 

The farm organizations were willing to reduce the 110-percent-of- 
parity restriction as recommended by the President, provided the 
cost of farm labor was included in the parity price. Agreement to 
accept a “reduction” of this price was no real concession. Rises in 
industrial wages themselves did not mean that agriculture was in a 
relatively less favorable position since ‘‘automatically parity goes up 
as industrial wages increase, because it is not a question so much of 
prices, as of relative parity of purchasing power as between the present 
time and the base period of 1909 to 1914.” * Estimates by the 
Department of Agriculture indicated that clusion of farm labor in 
in the parity formula in fact would raise the 110-percent limitation to 
112 percent. “If we are going to do that,” said Senator Taft, “why 
do we not abandon the entire joint resolution? . . .  [It]isan act which 
on its face would make the Senate look ridiculous.”” Nevertheless, 
Congress accepted the amendment to change the parity law by votes 
of 284 to 96 in the House and 48 to 43 in the Senate.® 

As the October 1 deadline approached, the White House considered 
the action that should be taken if Congress should order the inclusion 
of farm labor costs in the parity formula and thereby give another 
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boost to the inflationary spiral. A Presidential veto and issuance of 
the September draft Executive order seemed probable. In the Senate 
supporters of the anti-inflation program noted the possibility of a 
veto and devised a compromise which would permit the revision of 
price ceilings by the President to cover the increased production 
costs. Farm-organization leaders opposed the compromise, arguing 
that there was nothing in the record of price control to indicate that 
the Presidential authority would be used to make such revisions. 
The compromise was accepted, however, and the Stabilization Act 
was sent to the White House on October 2. 

This act, an amendment to the Price Control Act of 1942, directed 
the President to issue before November 1 a “general order stabilizing 
prices, wages, and salaries affecting the cost of living;”’ as far as 
practicable such stabilization was to be on the basis of the levels of 
September 15, 1942. Adjustments were authorized to the extent 
found necessary by the President to “‘aid in the effective prosecution 
of the war or to correct gross inequities.’ * 

The act provided that price ceilings for agricultural commodities 
could not be set below the higher of two prices: (1) parity or com- 
parable prices as determined and adjusted by the Secretary of Agri- 
culture; and (2) the highest price received by producers between 
January 1, 1942, and September 15, 1942. The act required that 
prices fixed for processed commodities should reflect to the grower 
the higher of these two prices and allow a generally fair and equitable 
margin for the processor. The compromise on the addition of farm 
labor costs to parity required that they should be given “adequate 
weighting” in fixing maximum prices for agricultural commodities 
and that these prices be adjusted where “it appears that such modifi- 
cation is necessary to increase the production of such commodity for 
war purposes, or where by reason of increased labor or other costs 
to the producers . . . incurred since January 1, 1941, the maximum 
prices . . . will not reflect such increased costs.” Other sections 
dealt with the prevention of a postwar collapse of agricultural prices 
and increased the crop-loan rate from 85 to 90 percent of parity. 

The act fixed the highest wage levels existing between January 1, 
1942, and September 15, 1942 (the same base period as that required 
for farm prices) as a floor below which wage and salary ceilings could 
not be set except where adjustments in wages and salaries were neces- 
sary to correct gross inequities and to aid in the prosecution of the war. 
Also, a basis for control of common-carrier and utility rates was estab- 
lished in the act. 

In signing the bill on October 2, the President stated: 

The Congress has done its part in helping substantially to stabilize the cost of 
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living. The new legislation removes the exemption of certain foods, agricultural 
commodities, and related products from the price control of the Emergency Price 
Control Act. . . . It leaves the parity principle unimpaired. It reaffirms the 
powers of the executive over wages and salaries. It establishes a floor for wages 
and for farm prices. 


I am certain that from now on this substantial stabilization of the cost of living 
- will assist greatly in bringing the war to a successful conclusion, will make the 
transition to peace conditions easier after the war, and will receive the whole- 
hearted approval of farmers, workers, and housewives in every part of the 
country.®? 


Office of Economic Stabilization 


Following through on the directive of Congress to issue a general 
stabilization order before November 1, the President on October 3 
signed an Executive order establishing the Office of Economic Stabil- 
ization, headed by the Economic Stabilization Director.! An Eco- 
nomic Stabilization Board was set up to advise and consult with the 
Director. It comprised the Secretaries of Treasury, Agriculture, 
Commerce, and Labor, the Chairman of the Board of Governors of 
the Federal Reserve System, the Director of the Budget, the Price 
Administrator, the Chairman of the War Labor Board, and two repre- 
sentatives each of labor, management, and agriculture, appointed by 
the President. 

The October Executive order established the following adminis- 
trative pattern for management of the stabilization program: The 
Director of OES, on behalf and with the support of the President, 
would formulate general programs and reconcile conflicting policies 
and disagreements among agencies whose actions affected economic 
stabilization. These agencies, such as WLB, OPA, and Agriculture, 
would retain primary responsibility within their jurisdictions, but 
would be subject to policy directives of OES. Under this pattern 
OES would not need a large staff, but as stated by the order, would 
“so far as possible, utilize the information, data, and staff services 
of other Federal Departments and agencies which have activities or 
functions related to national economic policy.” Justice Byrnes re- 
signed from the Supreme Court in order to take the post of Economic 
Stabilization Director. In announcing his appointment on October 3, 
the President characterized the job of the Director as ‘‘one of the 
most important in the country,” and as calling “primarily for judicial 
consideration.” The organization of the Office ‘will therefore be 
small because the administrative action will be carried out by the 
existing agencies.” tad 

With the objective of stabilizing “the cost of living in accordance 
with the act of October 2, 1942,” the Director of the Office of Economic 


80 White House Press Release, Oct. 3, 1942. ; 
51 Executive Order No, 9250, Oct. 3, 1942, 7 Federal Register 7871. 


272 The United States at War 


Stabilization was instructed to develop “a comprebensive national 
economic policy relating to control of civilian purchasing power, 
prices, rents, wages, profits, rationing, subsidies, and all related 
matters.” 

The National War Labor Board was designated as the agency to 
carry out the wage policy of the order, which was to prevent “any 
increase in the wage rate prevailing on September 15, 1942, unless 
such increase is necessary to correct maladjustments or inequalities, 
to eliminate substandards of living, to correct gross inequities, or 
to aid in the effective prosecution of the war.’”’ Any wage increase 
which might require a change in an OPA price ceiling would have to 
be approved by the Director of OES as well as by the War Labor 
Board. Notice of all proposed increases in wage rates were to be filed 
with WLB. 

The Secretary of Agriculture and the Price Administrator were 
made jointly responsible for control of agricultural commodity prices 
and were directed to stabilize them ‘‘so far as practicable, on the 
basis of levels which existed on September 15, 1942, and in compliance 
with the act of October 2, 1942.” Disagreements between the Secre- 
tary and the Price Administrator were to be resolved by the Director 
of OES. 

The Director was authorized “to take necessaty action, and to 
issue the appropriate regulations, so that, insofar as practicable, no 
salary shall be authorized to the extent that it exceeds $25,000 after 
the payment of taxes.” Tbe purpose of limiting salaries was “to 
correct gross inequities and to provide for greater equality in con- 
tributing to the war effort.” Action taken by OES under this provision 
subsequently was reversed by Congress. 

The order also instructed the Price Administrator to “determine 
price ceilings in such a manner that profits are prevented which in 
his judgment are unreasonable or exorbitant.’ This provision 
likewise was criticized by Congress and industry which from time 
to time questioned whether OPA was using its powers to reform 
business and eliminate free enterprise under the guise of necessary 
wartime regulations. 

Also, on October 3, the President sent two letters to the Office 
of Price Administration. The first instructed the Price Administrator 
to “establish ceiling prices for eggs, chickens, butter, cheese, potatoes, 
flour, and such foods as can be controlled under existing laws.” The 
Price Administrator was directed to consult with the Secretary 
of Agriculture in formulating agricultural price regulations. The 
President also instructed the Office of Price Administration to take 
steps necessary to establish rent control throughout the Nation, in 
rural as well as urban areas. ‘In such areas as you deem appropriate 
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to reduce current rents, I am sure you will proceed to take such 
action as may be necessary. . . . This Government is determined,” 
the Chief Executive said, “‘to use all of its power to prevent any avoid- 
able rise in the cost of living.” 

In this manner the Government developed its stabilization program 
and established the administrative arrangements required to carry it 
into effect. We were to rely on price, rent, and wage controls as 
principal stabilization tools and on borrowing rather than taxation to 
finance the war. Failure to tax heavily would handicap operation of 
price and wage controls and, in months to come, produce other infla- 
tion crises. Failure to establish effective controls over wages would 
endanger the entire stabilization effort. 

In tackling these problems the Government was anxious that the 
social and economic gains of the preceding decade be retained as 
nearly intact as possible and in this design it was supported by 
determined and vigorous leaders of labor and farm organizations. 
These reforms were not established so firmly that there were not 
some who hoped to eliminate them. As large incomes enabled many 
families for the first time to obtain an adequate diet, and as we under- 
took to supply large quantities of food and clothing to our Allies, 
agriculture found the prosperity which it had sought during the years 
following the Great Depression. Leaders of labor and farm groups 
attempted, during 1942, to advance and consolidate the immediate 
economic interests of their constituents. Throughout this period 
farmers and laborers appeared to see more clearly and more quickly 
than their leaders the social and economic adjustments required by 
total war. The ordinary consumer—the white-collar worker, the 
Government clerk, the pensioner—who would suffer most by an 
uncontrolled rise in the cost of living, was so ineffectively represented 
in Congress thai his interests actually were neglected. The byplay 
of these pressures before and after the enactment of the Price Control 
Act demonstrated clearly the necessity for skilled political management 
in achieving economic stabilization. 
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HE AUTUMN of 1942 marked the peak of Axis expansion. 

In the South Pacific the Japanese had occupied much of New 

Guinea and were threatening Australia. In the North they 
had taken several islands in the Aleutians in a thrust toward the 
North American continent. In Africa the Germans had slashed into 
Egypt and were stalled at El Alamein. In Russia the success of the 
great eastward drive of the Nazis hinged on the outcome of the siege 
of Stalingrad to which the Germans committed 22 divisions in Septem- 
ber. In Europe Allied air warfare had not yet seriously inconven- 
ienced the Axis in its exploitation of the resources of the continent. 
Yet the nadir of Allied fortunes had been reached. On all fronts the 
United Nations were able in the latter half of 1942 to check the 
Axis spread and to make a start on the long road to victory. In 
August the Marines landed in Guadalcanal in a desperate gamble and 
successfully resisted Japanese efforts to drive them from the island. 
In October, after reenforcing and reequipping their forces, the British 
at El] Alamein initiated an offensive that was to drive the Germans 
from Egypt and westward to Tunisia. Early in November American 
forces landed in Northwest Africa in an action coordinated with the 
British offensive from the east, the two moves being designed to pinch 
the Nazis between the British and American armies. In November 
the Russians put in motion a vast encircling movement to relieve 
Stalingrad and to crush the Nazis in the East. It was not until 
May 1943 that attacks could be mounted to drive the Japanese from 
American islands in the North Pacific and by that time island-hopping 
tactics were under way in the South Pacific. 

By the time these military operations were in motion the wartime 
structure of the American Government had taken form. The prob- 
lems of administration that were to arise after the fall of 1942 were of 
a different order than those which had been involved in establishing 
and staffing the wartime agencies. New problems arose in the co- 
ordination of the going mechanisms of government and a few major 
rearrangements of organization had to be made to deal with new 
issues. But in the main after the fall of 1942 the problem of adminis- 
tration became one of management of the machinery which had been 

established. Most of the critical problems that emerged flowed from 
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the economic and political effects of the burdens placed on the Amer- 
ican economy by the preparations for the military campaigns under 
way and for those scheduled for the future. During 1942 our produc- 
tion of military and war-related goods for. ourselves and our allies 
rose sharply toward the peak which was reached in 1943. As military 
operations got under way and as the initiation of other actions ap- 
proached the demands for war matériel became more imperious. 
The demand for goods for war use, the needs of a prosperous civilian 
population, and the reduction in the production of many types of 
articles for civilian use brought greater and greater pressure upon 
price levels. The expansion of production was taking up the slack 
in the economy and scarcities of materials became serious while a 
prospective shortage of manpower loomed. The civilian population 
began to feel the pinch of war and the problem of supplying the home 
front became more difficult. 

All of these things had their repercussions in the organization and 
administration of the Government on the home front. The pressure 
on prices and wages required the establishment of mechanisms to gear 
together the agencies of Government with powers useful in stabilizing 
the economy. Early in October 1942, the Office of Economic Stabili- 
zation was established with authority to take the leadership in direct- 
ing the activities of Government agencies with powers to affect 
stabilization. The intensification of the competition for the output 
of the American productive system required improved mechanisms 
and procedures to allocate the supply of goods to different uses. New 
and better procedures were developed by the War Production Board 
for these purposes. A crisis in petroleum brought a reorganization of 
the governmental agencies concerned with petroleum and its products. 
Toward the end of 1942 the increasing demands on American agricul- 
ture brought a reorganization of the agencies of Government concerned 
with food production and distribution. The declining quantities of 
goods available for civilian use required the institution of broader 
rationing programs. In September 1942, it was decided to ration 
gasoline on a Nation-wide basis. In the spring of 1943, shoes, meats, 
and processed foods were rationed. 


CHAPTER 
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Regulating the Flow of 
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N IMPORTANT change took place in the American economy 
between the spring of 1942 and the fall of that year. This 
change was gradual, but nonetheless dramatic. It consisted 

of the disappearance of slackness in most elements of our productive 
system and the development of a tight economy in which war produc- 
tion demands apparently exceeded the Nation’s capacity. The most 
urgent production programs of the military, naval, and air forces, and 
those of the shipping and lend-lease agencies were in violent collision. 
The required increases in total production, or in individual types of 
production, could not be achieved through the comparatively simple 
solutions used in the prior winter and spring. 

In the fall of 1942 and winter of 1942-43, four solutions were advo- 
cated for dealing with this new and extremely difficult problem of 
expanding war production in a tight economy. 

The first proposal, put forward even before the summer, and read- 
vanced from time to time later, whenever difficulties developed, was 
the elimination of civilian responsibility for managing the economy 
and the transfer of that power to the military. 

The second type of reaction was the desperate effort to get quick 
action in solving any immediate problem by giving the responsibility 
in a limited field to one man along with a broad grant of powers so 
that he might act with vigor and dispatch. The best illustration of 
this answer to the problem of war production in a tight economy was 
the creation of the Office of Rubber Director, although other ‘czars’ 
were set up, and still others suggested from time to time. 

The third method was the development under WPB of comprehen- 
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sive integrated controls requiring also the reduction of programs to 
feasible limits, their timing on the basis of needs, and the elimination 
or postponement of unbalanced programs. 

The fourth method was the development under the War Production 
Board of the direct and indirect management of production, especially 
through the control of scheduling. 

It is the purpose of this chapter to review these four methods 
of approach and to show how each one of these solutions played its 
part in the development of the final pattern of American war produc- 
tion, a system of controls which on the total record achieved extraor- 
dinary success. 


Proposals for Military Control 


As chapter 5 explains, the idea of military control of the economy in 
time of war was firmly held and vigorously advocated by officials 
of the War and Navy Departments and the military chiefs at various 
times from 1939 on. During the summer and fall of 1942 scores, if not 
hundreds, of production lines were closed down for brief periods when 
the flow of materials ceased, and the conflict of high military priorities 
threatened to strangle the entire war production program, military 
and civilian. These temporary crises called forth strenuous new 
demands from some quarters for military control of the economy. 
Proposed plans brought WPB under the Joint Chiefs of Staff, or 
replaced Mr. Nelson by a military officer or at least by a man with less 
susceptibility to foreign demands and civilian requirements whose 
primary concern would be for the military program. 

Through all this discussion the issues were perfectly plain, though 
they were frequently overlooked even by those who were most deeply 
involved. The choice was between flexible civilian supervision over 
military production and procurement or military domination over the 
supply of materials, materiél, essential civilian goods, and manpower. 
Though there were times when it looked as if the only way out of the 
controversy lay in giving the military final control over the total 
economy, the President and the Congress, supported by the Truman 
Committee, were never persuaded to make the change. 

While the military forces were not accorded final control over the 
economy, extensive war production powers were given to the military 
establishments from time to time. While these are described elsewhere 
in this study, it is appropriate to note certain of these powers here. 

It was noted in chapter 5 that the War Production Board delegated 
the entire procurement function to the military services, the Maritime 
Commission, and other purchasing agencies. Extensive delegation 
of the right to issue priorities was a necessary consequence. Military 
and naval personnel reporting to high Army and N avy officers or 
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to the Army-Navy Munitions Board were brought directly into the 
WPB offices all through the organization where they might not only 
observe but also influence, if not control, WPB activities and decisions. 
And finally, military personnel were given central advisory posts on 
the War Production Board itself, on the extremely important Produc- 
tion Executive Committee which became the major power in WPB 
after February 1943, and on the Requirements Committee, as well 
as on the Divisional Requirements committees. Military personnel 
served also on the Area Production Urgency committees and in other 
field office posts. In this way the military agencies were not only 
represented at every point within the civilian agency designed to 
control the economy, but were in a position to delay or recommend 
action, both on top policy decisions and in the smallest details, if 
the action proposed did not suit their views or desires. 

Whenever a particular drive for military demands of the economy 
failed as the result of Presidential decision, or because of specific 
action by the Chairman of the War Production Board in asserting 
his powers, the military leaders took another approach to secure the 
same result; they never abandoned the sincere conviction that they 
could run things better and more expeditiously than could the civilians. 
This approach was involved, for example, in the transition from the 
Production Requirements Plan to the Controlled Materials Plan, 
as is explained below. Similarly, when the WPB, after a bitter struggle 
in which the President made the decision, reestablished its right to 
control production schedules, the military promptly reestablished, if 
it did not actually extend, its influence through the Production 
Executive Committee and the staff which surrounded the Executive 
Vice Chairman. 


War Production Czars 


The second answer, in a tight economy, to confusion and delay in 
war production was the setting up of men with conspicuous authority 
and specific limited duties. These men came to be known as the 
“ozars,’”? The best illustrations are the Rubber Director, the Petro- 
leum Administrator, the Solid Fuels Administrator, and the War 
Food Administrator. At various times czars were suggested also for 
lumber, steel, aluminum, civilian supplies, and electric power. 

In every case the history was the same: A serious shortage with 
its attendant confusion would develop; the columnists and the public 
generally became alarmed; officials with conflicting authorities or 
ideas each proposed his own solution, or failed to present immediately 

a clear simple plan of action; Congress often commenced to investi- 
gate; and sooner or later someone would come forward with a dramatic 
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plan for solving the particular issue by giving one man all the power 
necessary to do the job. The author of this plan ignored the existing 
organization of production and the chaos that dictatorial powers in 
one field could cause in the whole war economy. Corrective reason- 
ing was generally supplied by the Director of the Bureau of the Budget, 
by the Chairman of the War Production Board, or by the Price Ad- 
ministrator, who represented the agencies most concerned by these 
moves. 

This development of czars is well illustrated in the following accounts 
of the origin and experience of the Rubber and Petroleum Adminis- 
trations. The somewhat similar story of the development of the War 
Food Administration is presented in the next chapter. 


Oil 


Of the three commodities, rubber, food, and oil, oil was the most 
critical. We had lost our supplies in the Far East; the Germans had 
the rich Russian fields; and submarines were sinking our tankers in 
sight of the Atlantic shores. Our own and Allied demands for oil had 
domestic repercussions which led to mobilization of government and 
industry to grapple with petroleum problems, first of transportation, 
and then of production and distribution. 

The pressure for a wartime “oil czar” stems from developments of 
the spring of 1941. At that time, the most pressing domestic pe- 
troleum problem was to bring adequate amounts of oil to the Atlantic 
coast area. Nearly all such supplies had been brought in by tankers 
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operating, principally, from Gulf coast ports. A supply crisis was 
created by allocation early in May of 50 of these vessels to carry oil 
from Gulf and Caribbean ports to northern ports where the cargo was 
transferred to ships under a foreign flag for trans-Atlantic shipment, 
chiefly to Great Britain. The deficit in transportation facilities could 
be met by expansion of rail movements, by construction of additional 
tankers, and by extension of pipe lines, but all these solutions required 
time and there was immediate need to make more efficient use of 
existing facilities both to meet current requirements and to build up 
reserves for the winter ahead. Other problems which demanded 
attention included efficient development of petroleum reserves, opti- 
mum balance in refinery operations, and elimination of cross hauling 
of petroleum and its products. 
Something obviously had to be done. The chief difficulty was that 
a good many Federal agencies had coordinate interests in oil and its 
distribution. Furthermore, coordination could not offer a decisive 
solution. The Department of the Interior had jurisdiction over pro- 
duction of oil on public lands and Indian Reservations, forecast con- 
sumer demand for oil, and engaged in research. The Navy Depart- 
ment administered naval petroleum reserves and was one of the 
principal consumers of petroleum. The Maritime Commission had 
charge of tanker transportation and the ICC had jurisdiction over rail 
and inland barge-line oil movements. In addition, the War Depart- 
ment, OPM (which had set up an industry committee for oil), the 
Office of Price Administration and Civilian Supply, Lend-Lease, and 
- other defense organizations had an interest in petroleum. 
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On May 28, 1941, a day after he had declared the existence of an 
unlimited national emergency, the President sent a letter to the Secre- 
tary of the Interior naming him Petroleum Coordinator for N ational 
Defense,! with wide advisory powers but with little operational con- 
trol. It was obvious that the President recognized both the need for 
coordination and the threat to the established forms of organization. 

This choice was influenced by the Department’s long standing 
interest in oil, its available staff, its contacts with the industry, and 
the President’s confidence in Mr. Ickes. The Coordinator was charged 
with two types of functions: He was to assemble data about needs for 
petroleum and about factors and actions affecting its supply. He was 
also to consult with, and recommend to Federal agencies, State 
governments, and the industry, action needed to maintain adequate 
supplies. The President requested some 20 Federal agencies concerned 
with petroleum to give the Coordinator antecedent advice of proposed 
actions which might affect oil supplies and to notify him of meetings 
dealing with its problems so that he might make recommendations. 
The letter did not transfer powers to the Coordinator from other 
agencies already dealing with phases of the petroleum problem. It 
simply set up an organization in which available information about 
petroleum could be brought together and through which proposed 
actions for dealing with oil problems would be cleared. Thus, assign- 
ment of authority over the defense production program continued to 
be distiibuted on functional lines, but an advisory organization with 
an interest in the total petroleum problem was set up to make recom- 
mendations to operating agencies which were dealing only with parts 
of that problem. If, for example, the Coordinator thought that 
unnecessary drilling of wells was consuming steel that could be used 
better for pipe lines, he could recommend that OPM issue orders to 
prohibit such drilling, but he could not command. 

In organizing his office, the Petroleum Coordinator drew on staff 
of the Interior Department, and also on the oil industry, from which 
he selected his Deputy Coordinator and other officers, and constituted 
a national Petroleum Industry Council and District Advisory Commit- 
tees. Under terms of an agreement with the Department of Justice, 
which was responsible for enforcement of the antitrust laws, he made 
extensive use of these groups in planning and executing programs. In 
the months before our declarations of war, OPC made Nation-wide 
surveys of capacities for production, transportation, refining, distribu- 
tion, and equipment and supply requirements of the oil industry. It 
prepared and executed plans for expansion of high-octane gasoline 
production facilities and for supplying petroleum to Great Britain and 


16 Federul Register 2760. On Apr. 18, 1942, the President changed Mr, Ickes’ oil title to Petroleum Coor- 
dinator for War. 
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the Soviet Union. For OPM, OPC acted as an industry branch, 
advising, recommending, and passing on priority applications, 
preference ratings, and limitation and curtailment orders. American 
entrance into the war aggravated these and other problems with which 
OPC was grappling and made their solution more difficult. 

Public annoyance with inconveniences and conflicting statements 
about supplies of gasoline and fuel oil, the petroleum industry’s 
dissatisfaction with actions of Government agencies—particularly 
with OPA’s price policies, and the Petroleum Coordinator’s desire for 
greater authority for discharging his responsibilities led to attempts 
to strengthen the powers of the Office of Petroleum Coordinator. In 
Congress, an unenacted bill would have vested in a National Petroleum 
Administrator ‘‘all functions of the War Production Board and its 
Chairman, of the Price Administrator, and of the Office of Defense 
Transportation, relating to the production, transportation, distribu- 
tion, sale, or price of petroleum.” In the Executive Branch, the 
Petroleum Coordinator spearheaded the drive for greater OPC 
authority. As early as September 1941 the President had rejected 
his request to delegate to the Coordinator power to determine priorities 
and allocation of supplies for crude petroleum and natural gas. In 
1942, however, the Petroleum Coordinator succeeded partially in 
his renewed efforts to increase his authority. 

As an organization to collect information and to make recommen- 
dations, OPC experienced difficulties in its relations with a number 
of other agencies. OPC, which had tackled oil transport problems 
several months before the creation of ODT, was inclined to feel 
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that tank cars could be treated largely apart from other transporta- 
tion facilities, a view with which ODT, which had over-all jurisdiction 
was not inclined to agree. There was friction between OPC and the 
Board of Economic Warfare over matters such as supplies for oil 
producers in foreign countries. In WPB, which continued the OPM 
practice of using OPC for processing priority applications and recom- 
mending limitation and conservation orders, there was general agree- 
ment on high priorities for materials needed for high-octane gasoline 
plants to supply the needs of our huge plane-production program; 
but there were differences over other issues, particularly the construc- 
tion of pipe lines, steel for which competed with material for bombs, 
tanks, ships, and other military requirements. OPC relations with 
OPA were strained by continuing differences over the urgency, extent, 
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and methods of oil rationing about which the agencies issued con- 
flicting press releases. OPC also felt that OPA was too slow in 
approving price increases to offset higher costs of transportation 
(resulting from shifts in movement of petroleum from water to land) 
and less ‘profitable refinery yields. These interagency frictions, 
_ especially those over prices, came to the attention of the President who 
_ asked the Petroleum Coordinator if there were any way all the han- 
dling of oil could be putinone place. In reply, the Coordinator wrote, 
on August 19, 1942, that, although a great deal had been accomplished 
_ under his existing powers, it was necessary to centralize authority 

over oil more clearly and positively. To accomplish this purpose he 
submitted a draft of an Executive order to create a Petroleum 
Administration for War. 

The President referred this draft to the Bureau of the Budget 
which undertook to reconcile the views of the agencies affected, a 
process that required the 4 months between August and December 
1942, when an Executive order, considerably less sweeping than the 
orignial proposal, was issued. Since these negotiations involved one 
of the major threats to the established pattern for war production, 
it will be useful to use them as.an example and to review them in some 
detail to bring out the character of the controversy over functional 
and commodity organization. Two related issues may be distin- 
guished: location of the petroleum agency, and the scope of its 
authority. 

The Coordinator had proposed to place the new Petroleum Ad- 
ministration in the Executive Office of the President rather than in 
the Department of the Interior, though, like OPC, it could have been 
- given independent status with direct access to the Secretary and free- 
dom from internal departmental routines. The Bureau of the Budget 
thought it would be a fiction to locate the new Petroleum Adminis- 
trator in the Executive Office and preferred an autonomous agency 
within the Department of the Interior. A third solution, advocated 
by the War and Navy Departments, OPA, and WPB (whose chair- 
man’s earlier attempts to get it adopted had failed) was to put the 
oil agency in WPB, on terms similar to those applying to the recently 
established Office of Rubber Director, so that its activities might be 
related better to actions affecting the rest of American industry. The 
Petroleum Coordinator, who had turned down an invitation to be- 
come a member of the War Production Board, was reported to have 
conceded the logic of such an argument but to have objected to 
incorporation of his agency into WPB as long as its then chairman, 
with whom he did not get along well, remained in office. Another 
- obstacle to the transfer of the oil organization to WPB was confusion 
in the Board resulting from an internal reorganization in the fall of 
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1942. In the end, the Petroleum Administration was set up technic- 
ally outside the Executive Office, the Interior Department, and WPB; 
and its head was authorized to report directly to the President. 

More significant than location, however,.were the powers of the 
Petroleum Administration. The Coordinator had written to the 
President that his draft order did not expand existing OPC authority 
substantially except over prices other than those to consumers, and 
in the exercise of priority powers within the oil industry. Possibly 
because language in the proposed order was not sufficiently clear, 
possibly because they were excessively suspicious of potential en- 
croachments on their own jurisdictions, other agencies affected pro- 
fessed to read much greater power into the draft order than did the 
Petroleum Coordinator. The latter expressed willingness to modify 
the document, which underwent extensive revision before it was 
issued. The basic issue, as noted already, was the principle to be 
followed in organization for war production. The Coordinator advo- 
cated that authority to take action, as distinguished from making 
recommendations, to a substantial extent should be vested in the 
petroleum agency. Other agencies, with economy-wide responsibil- 
ities, objected strongly to diffusion of authority over production, 
transportation, price stabilization, foreign trade, and other functions 
which cut across all industries and commodities. The Bureau of the 
Budget sided with these agencies on the grounds, summarized in a 
memorandum. to the President, that the functional principle had been 
followed in organization since the start of mobilization; that it would 
be utterly confusing to try to employ simultaneously both functional 
and commodity or industry organizations; and that drastic change 
of the basic pattern in the midst of war would create confusion and 
result in stoppages that the country could ill afford. The difficulties 
inherent in the organization suggested by the Petroleum Coordinator 
can be brought out best by a review of his original far-reaching pro- 
posals, the reactions of other agencies that were affected, and the much 
more moderate provisions of the Executive order finally issued on 
December 2, 1942.2 More than a dozen agencies had a substantial 
interest in the powers of the proposed petroleum agency, but the 
broad issues of ‘““commodity” versus “functional” organization will be 
posed clearly enough by consideration of provisions applicable to only 
five of them. 

Transportation.—The order submitted by the Coordinator would 
have authorized the Petroleum Administrator to issue and enforce 
specific directives to the oil industry on the transportation of petro- 
leum. The War Shipping Administration and the Office of Defense 


2 Executive Order No. 9276, Dec. 2, 1942, 7 Federal Register 10091. 
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Transportation would have determined the number of tankers, barges, 
tank cars, and tank trucks available to transport petroleum, but the 
Petroleum Administrator, in collaboration with these agencies and 
the War and Navy Departments, would have allocated these facilities 
among the various services and among units of the petroleum industry. 
He would have been empowered to direct the construction and oper- 
ation of petroleum pipelines. Also, he would have advised the War 
Production Board Chairman what materials were needed for trans- 
portation of petroleum. 


Detailed control of specific operations such as that proposed by the 
~ Coordinator ran counter to the prevailing conception of war produc- 
tion organization, under which supply agencies merely set goals for 
total movements, and very likely would have interfered with attempts 
to achieve a balanced and over-all plan for the flow of traffic. 

The War Shipping Administration, which had been dealing directly 
with the Army, Navy, and lend-lease in allocating tankers, objected 
to establishment of a second agency to allocate shipping, and declared 
its intention to continue to be guided by OPC recommendations in 
making allocations to units of the oil industry. Under the order 
issued by the President, the Petroleum Administrator was merely to 
consult WSA about tanker assignments and to recommend allocations 
of available vessels. 

The Director of the Office of Defense Transportation found it 
“difficult . . . to see how an important part of transportation can 
be wisely separated from the total transportation without adding to 
duplication and conflict and without impairing the effectiveness 
of public control.’ His objections were met substantially in the 
order finally issued. Transportation was excluded specifically from 
definition of the oil industry over which the Petroleum Administrator 
was given certain powers. ODT was to continue to make recom- 
mendations to WPB for materials needed for transportation not only 
of oil but also of other products. Instead of allocating barges, tank 
cars, and tank trucks among units of the oil industry, the Administra- 
tor was simply to designate the quantity and kinds of petroleum to 
be shipped and received by those in the industry and to certify these 
designations to the Office of Defense Transportation for provision 
of necessary transportation. The Petroleum Administrator’s authority 
over pipe lines, also, was limited: he was to review plans for their 
construction, approve those he thought necessary, and recommend 
material requirements to the War Production Board; and he was to 
direct their physical operation to the extent of prescribing the petro- 
leum to be transported, and the direction of flow, through such 
pipe lines. These powers were subject to ODT’s existing authority 
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to provide additional transportation facilities and equipment to 
coordinate and direct domestic traffic movements. 

Economic Warfare.—The Coordinator proposed to give the Petro- 
leum Administrator authority to determine, in collaboration with the 
State Department, Lend-Lease Administration, and the Board 
of Economic Warfare, the amounts of oil required by foreign nations. 
The Executive Director of BEW criticized this provision, among 
others, on the ground that ‘‘any economic warfare program depends 
largely for its success upon the authority to coordinate and direct the 
movement of all goods in international commerce.’’ Control of the 
flow of oil was a vital weapon whose use had to be coordinated with 
that of others in the economic arsenal. Collaboration between BEW 
and OPC already was provided to some extent through OPC’s mem- 
bership in BEW’s Foreign Petroleum Policy Committee. 

In the end, the Petroleum Administrator was empowered merely 
to collaborate with agencies authorized to determine plans and 
policies for foreign petroleum activities; and his orders to the domestic 
industry with respect to their foreign activities were to conform to 
such plans and policies. The Administrator, however, was to be the 
channel of communication on foreign petroleum between Federal 
agencies and the oil industry. 

Price Control—The oil industry’s dissatisfaction with prices 
allowed by the Office of Price Administration for petroleum products 
was one of the principal motives behind the proposal to set up an 
“oil czar,’ from whom the industry expected more sympathetic 
treatment. To this end, the Coordinator’s draft order would have 
transferred from the Price Administrator to the Petroleum Adminis- 
trator the former’s powers over petroleum prices under the Emergency 
Price Control Act of 1942. The sole qualification was the Price 
Administrator’s approval of prices to ultimate consumers, in reviewing 
which he was to consider only their effect on general price levels. 
If the Petroleum Administrator, whose principal responsibility was 
to provide adequate supplies of oil, had been given this power, it 
was not unlikely that he would have given more consideration than 
had OPA to use of prices to facilitate operations of the oil industry 
and less attention to the general problem of stabilization and preven- 
tion of inflation. The Price Administrator pointed out that the 
power of approval left to him would be “wholly ineffectual” because 
prices to ultimate consumers are determined largely by prices at 
earlier levels, over which he would have no control, and because it 
would be difficult or impossible to demonstrate concretely a threat to 
the general price level. 

In the final order, the Price Administrator’s authority was pre- 
served and the Petroleum Administrator was limited largely to ad- 
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visory functions. The latter was to compile data about petroleum 
prices, to consult with the former, and to recommend revisions of 
petroleum prices to him. The Price Administrator, in turn was to 
advise with the Petroleum Administrator before establishing or chang- 
ing oil price schedules. 


Rationing. —The Coordinator’s draft order would have required the 


Petroleum Administrator’s approval of oil rationing orders before  ~ 


they were issued. Thus, one agency would have been authorized to 
approve the methods of another agency with general responsibility 
for administering the rationing program. The Price Administrator 
~ pointed out that “detailed policy formulation cannot be successfully 
separated from the actual administration and operation of programs 
.. . Apart from the evil of divided responsibility, the additional time 
consumed in clearance is not unimportant.” As the Executive order 
was issued by the President, it provided simply that the Petroleum 
Administrator should be advised of all proposals for civilian rationing 
and that he should consult with rationing authorities in their develop- 
ment. 

Priorities and allocations ——The proposed Executive order would 
have vested in the Petroleum Administrator substantial powers which 
were being exercised by the War Production Board Chairman. The 
Petroleum Administrator would have obtained determinations of 
military oil requirements from the War and Navy Departments, and, 
in collaboration with others, would have determined the amounts 
needed by foreign countries and for essential industrial and civilian 
uses. He would have advised the WPB Chairman about material 
necessary to meet these requirements; and he would have issued 
directives to distribute materials allotted to the industry by the WPB 
Chairman. He would have had general authority to issue and enforce 
specific directives to the oil industry on practically all phases of its 
operations. 

The WPB Chairman opposed the draft order strongly on the ground 
that it would interfere with his exercise of priority and allocation 
powers. He suggested that, instead of strengthening OPC as a sep- 
arate agency, it would be “‘more efficient and rational’ to transfer it 
to WPB. This shift was not made, but the President decided that 
WPB should retain full control over materials and priorities. 

Under terms of the Executive order finally issued and agreed to 
by the WPB Chairman,’ the Petroleum Administrator had the follow- 
ing authority and functions: (1) He was to obtain estimates of oil 
requirements, compile and analyze them, and submit them to WPB 
with recommendations for allocations. After the WPB Requirements 


3 WPB Directive No. 30, Aug. 18, 1943. 
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Committee determined oil allocations to the several claimant agencies, 
the Petroleum Administration for War was to act as a War Production 
Board operating division in implementing them. When rationing 
was adopted to maintain adequate supplies of petroleum the Petro- 
leum Administrator was to determine, after advising with WPB, the 
areas and times of rationing and the amounts of oil to be available 
for it. (2) The Petroleum Administrator was to prepare and recom- 
mend estimates of material needed by the industry to make available 
petroleum to meet the oil allocations he recommended; and he was 
to control distribution within the industry of the material made 
available to it. (3) Finally, the Administrator was given authority 
generally to issue to the industry, and to enforce, directives and orders 
dealing with production, refining, treating, storage, shipment, receipt, 
and distribution of petroleum and its products. 

The effects of this grant of authority which was to be exercised 
subject to policies and directives of the WPB Chairman, were less 
far-reaching than they appeared. To a very substantial extent, 
WPB had recognized OPC as an industry division and had followed 
its recommendations with respect to the oil industry’s material needs 
and the allocation of petroleum. Formal recognition of PAW as an 
operating division of WPB, by giving the Petroleum Administrator 
authority to issue directives to the industry, however, did relieve the 
Board of certain time-consuming functions. 


The Executive order on petroleum issued in December 1942 watered 
down the draft submitted by the Petroleum Coordinator in August 


by limiting the PAW’s functions largely to advice and recommenda- ~ 


tions. It safeguarded the powers of other agencies further by reciting 
their authorities, which the order was not to be interpreted as limiting. 
The attempt to create an oil “czar,” then, had only a very moderate 
success. ‘Those, like the oil industry, who favored the Petroleum 
Coordinator’s original draft failed in the attempt to exempt petro- 
leum from the authority exercised over all commodities by agencies 
set up to deal with production, prices, and other “functions” that cut 
across all industries and commodities. Thus, the basic functional 
pattern of organization for war production was retained despite the 
position of PAW outside of WPB *—though the issue was soon to be 
fought again in connection with coal. Ickes became, in fact, a liaison 
agent between the oil industry and the WPB. 


‘The Rubber Director reported directly to the WPB Chairman even after the latter appointed an Execu- 
tive Vice Chairman. WPB General Administrative Order No. 2-80, Feb. 26, 1943. The Senate Special 
Committee Investigating the National Defense Program declared that, as a result of the Petroleum Ad- 
ministrator’s direct responsibility to the President and of his complicated relations with the WPB Chair- 
man, “The lines of authority are confusing even on paper. Asa practical matter they breed disputes...” 
Senate Report No. 10, 78th Cong., Ist sess., pt. 9, pp. 4-5. 
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Like oil, rubber was a commodity for which there were universal 
demands many of which could not be filled; but while in petroleum 
and solid fuels the principal bottlenecks were transportation and labor, 
in rubber the most critical factor was the raw material. Over ninety 
- percent of our crude rubber imports were cut off when the Japanese 

attacked Pearl Harbor, and prospects of substitute supplies from 
South America were uncertain. Facilities to process scrap rubber 
were limited and reclaimed rubber could not be used in all cases as a 
substitute for crude rubber. The country was “basically dependent 

upon synthetic rubber,” as the following data make amply clear: ° On 
July 1, 1942, there were on hand 578,000 long tons of crude rubber, 
with imports of 53,000 tons more expected by January 1, 1944, mak- 
ing a total supply of 631,000 tons. Without allowance for passenger 
automobile tires, military and other essential demands between July 
1942 and January 1944, amounted to 842,000 tons. Thus, the deficit 
to be met by synthetic rubber was 211,000 tons. Little of this could 
be produced during 1942. Under programs already scheduled, how- 
ever, it was estimated that during 1943 manufacture would amount 
to about 400,000 tons of buna-S, 30,000 tons of neoprene, 62,000 tons 
of butyl, and 24,000 tons of thiokol—enough synthetic rubber to 
offset likely deficits in crude rubber during the critical year 1943. 
Only neoprene and buna-S were suitable for combat and heavy-duty 
tires. The schedules for these synthetics would provide a safety 
margin of 100,000 tons; but, if they lagged as much as 4 months, there 
would not be enough to meet all military needs. These were narrow 
limits, indeed, to meet the requirements of mechanized warfare and 
the need to keep civilian America on wheels. Concern with the 
problem found expression both in Congressional and in Executive 
action. 

Late in July 1942 Congress passed S. 2600, a bill to create a new, 
independent rubber supply agency headed by a director appointed by 
the President with Senatorial approval. The agency was to provide 
a supply of rubber, which, added to other sources, would be adequate 
to meet military and (apparently, all) civilian needs. It was also 
to provide an adequate supply of alcohol produced from agricultural 
products. The agency would have been empowered to provide the 
plants and materials needed for making synthetic rubber; and 
materials which its director certified he needed would have had 
priority over all other deliveries. In vetoing this measure on August 
6, 1942, the President set out forcefully the case against diffusion 
of the priorities and allocations powers which, by delegation, he had 


5’ House Document No. 836, 77th Cong., 2d sess., Sept. 10, 1942, The Rubber Situation, containing the Re- 
port of the Rubber Survey Committee. 
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concentrated in the War Production Board “in order to carry on 
a unified, integrated, and efficient program of war production.” He 
pointed out that plants already were being constructed by the RFC’s 
Rubber Reserve Company and the Defense Plant Corporation under 
a WPB program to establish capacity to manufacture 800,000 tons 
of synthetic rubber annually. The President took note of charges 
that “the manufacture of synthetic rubber from grain has been 
hamstrung by selfish business interests” and of “many conflicting 
statements of fact concerning all the elements of the rubber situation.” 
He informed Congress that he had appointed a committee, consisting 
of Bernard M. Baruch, James B. Conant, and Karl T. Compton, to 
investigate the whole problem and to make recommendations to him. 

In its report to the President on September 10, 1942,° the Rubber 
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Survey Committee reviewed estimates of requirements and supplies, 

recommended measures for conservation and production of rubber, and 

proposed administrative reorganization. To conserve the available 
‘Ibid. 
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supply of rubber, the Committee outlined a rationing program that 
included gasoline rationing as ‘“‘the only way of saving rubber.”’ 
To increase supplies, the Committee recommended that the existing 
synthetic program should be ‘“‘bulled through” and that an additional 
margin of safety should be provided by increasing the program from 
- 800,000 to 1,100,000 tons annual capacity. To insure that the 
program would be carried through effectively, the Committee advo- 
cated an immediate administrative reorganization. 

The Committee cited the following examples of poor administration 
under the existing set-up: Conflict between the Rubber Reserve 
-Company and the Office of Petroleum Coordinator had delayed the 
bringing in of new facilities for production of butadiene, a component 
of buna-S. Under an agreement with four large rubber companies, only 
Rubber Reserve could give out information about synthetic rubber 
processes to others; but the WPB Rubber Branch had to work 6 weeks 
to get such data released. In spite of Soviet offers to make it available, 
information about long-used Russian methods for making synthetic 
rubber had not been obtained. None of the agencies carrying out the 
$600,000,000 rubber program had set up a clearly recognized group 
of experts to make technical decisions in the highly complicated 
program. 

To overcome difficulties such as these, the Committee recommended 
“complete reorganization and consolidation of the governmental 
agencies concerned with the rubber program.” It was critical of 
WPB’s handling of the rubber problem and, at first, was inclined to 
propose an independent Rubber Administrator who would report to 
the President through the Chairman of WPB. After discussion with 
members of the Bureau of the Budget, however, who pointed out the 
objections to transferring priority and other powers from the central 
production agency to one concerned with only a single commodity, the 
Committee decided to recommend that the Rubber Director should 
be located within the general framework of WPB and that the Board’s 
Chairman should delegate to him complete authority over manufacture 
of rubber. These and related recommendations were incorporated in 
orders issued subsequently by the President and the WPB Chairman. 

Executive Order No. 9246, drafted in the Bureau of the Budget 
and signed by the President on September 17, 1942,” contained the 
following provisions: The Chairman of WPB was directed to assume 
full responsibility for, and control over, all phases of the Nation’s 
rubber program. Within WPB and under its Chairman, there was to 
be a Rubber Director to administer the program. The Director was 
authorized to direct other Government agencies, including RFC, 
OPC, BEW, ODT, OPA, and Agriculture, to execute aspects of ‘the 


17 Federal Register 7379. 
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rubber program and these agencies were instructed to give full com- 


pliance to his directives. Plant construction was to be supervised by 
the Rubber Reserve Company. OPC was to do developmental re- 
search on butadiene from oil and to supervise operation of butadiene 
plants. The Price Administrator’s powers under the Emergency 
Price Control Act of 1942, however, were not limited by the Executive 
order. 

On September 15, WPB Chairman Nelson appointed William M. 
Jeffers, President of the Union Pacific Railroad, to be Rubber Admin- 
istrator in complete charge of the entire program. Five days later, 
he delegated to the Rubber Director all the powers conferred on him 
by Executive Order No. 9246. He abolished the Office of Coordinator 
for Rubber and the Rubber and Rubber Products Branch in WPB, 
whose functions, personnel, and records were inherited by the Rubber 
Director. Later, the rubber functions of the Division of Civilian 
Supply were transferred to the Office of Rubber Director, which con- 
tinued to operate until September 1944, when it was replaced by a 
Rubber Bureau under the WPB Operations Vice Chairman.® 

The Rubber Office had been created within WPB, so the functional 
pattern of the war production organization had been preserved. Struc- 
tural symmetry, however, did not insure harmony among various 
parts of the Government’s machinery for industrial mobilization. On 
the contrary, the Director’s aggressiveness in “‘bulling through’’ the 
Baruch Committee program brought him into collision with adminis- 
trators who had responsibility for other phases of the war program 
and also with members of Congress. Two general problems were in- 
volved. First, it was necessary to relate the Office of Rubber Director 
to the rest of the WPB organization. Second, the program for con- 
struction of rubber plants had to be integrated with other programs, 
such as those for aircraft and escort vessels, which competed for ma- 
terials and components required for such plants. 

Since the Rubber Director was part of the WPB organization, it is 
not surprising that, in some ways, fuller authority was delegated to 
him than was vested in the oil and coal “czars” who were outside the 
Board. In effect, the definition of the Director’s authority amounted 
to slicing rubber out of the general structure of the WPB. Though 
the surgery was less extreme than the Rubber Director sought, from 
time to time, the position of the Rubber Director’s office (ORD) was 
more favorable than that of WPB industry branches for other commod- 


8 The production of synthetic rubber amounted to 8,383 long tons in 1941, 22,434 in 1942, 231,722 tons in 


1943, and 753,111 in 1944. War Production in 1944, Report of the Chairman of the WPB, June, 1945, p. 138, 


* General Administrative Orders Nos. 2-62, Oct. 20, 1942, and 2-70, Dee. 8, 1942. 
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ities..° (1) Requirements: ORD was designated as the claimant 
agency before the WPB Requirements Committee for critical materials 
and facilities needed for construction and alteration of rubber plants 
and for raw materials needed in rubber manufacture. Construction 
requirements were to be presented through the Facilities Bureau, 
while those for maintenance and operation were to go through regular 
channels, though the Rubber Director had wanted to bypass them. 
(2) Allotments and allocations: (a4) The Rubber Director was auth- 
orized to allot rubber among claimant agencies and for civilian re- 
quirements, with the advice of a Rubber Requirements Committee 
consisting of the principal using agencies and ORD’s Domestic Re- 
quirements Section. Allotments were to be submitted to the WPB 
Requirements Committee for determination of their consistency with 
over-all production programs approved by the Board. After deter- 
mining allotments, the Rubber Director was authorized to make specific 
allocations of rubber to manufacturers and for civilian requirements. 
For this purpose, for issuance of limitation orders, and for control of 
rubber stock piles, the WPB Chairman delegated priorities powers to 
him. (6) The Rubber Director’s request for authority to allot critical 
materials for construction, maintenance, and operation of specific 
rubber plants was not approved by the WPB Chairman, who later 
specified that the Rubber Director’s authority did not extend to 
distribution of materials other than rubber or its products even when 
they were for use in rubber production. This reservation meant that 
the power to allocate the critical component parts required by com- 
peting war production programs would remain concentrated within 


WED. 


Final Status of Czars 


The rise of commodity czars resulted from a very real need of 
industry for liaison agents with production agencies. At first the 
ezars threatened the existence of a functional stabilization, but in 
the end they strengthened it. Jeffers’ insistence on securing com- 
ponents for his rubber factories emphasized the need ‘for a unified 
control over all processes of production, rather than control through 
allocation of materials. Similarly, Secretary Ickes’ demands for 
complete control over petroleum and its pricing and allocation ended 
by giving him extensive control over petroleum and its production 


10 The Senate Special Committee Investigating the National Defense Program remarked that ‘‘a rubber 
ezar was set up, within the War Production Board, to be sure, but still more or less autonomous’’ since, in 
spite of his responsibility to the WPB Chairman, he ‘‘was given power himself to issue directives to the 
various agencies. The Chairman of the War Production Board was requested by the Commander in Chief 
to divest himself of concern with the rubber program. Therefore, practically speaking, the Chairman of 
the War Production Board has had only tenuous authority over the Rubber Director although technically 
he is the boss.” Senate Report No. 10, 78th Cong., Ist sess., pt. 9, pp. 2-4. 
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and distribution, but within the existing framework of production. 
The WPB controlled materials, and the OPA, prices. 

The adjudication of these attempts to establish one-man controls 
over commodities also illustrates the difficulty in trying to find a 
definite pattern in the flexible system of our wartime administration. 
Both Ickes and Jeffers became liaison agents between an industry and 
the Government, but one reported directly to the President; the other 
remained subordinate to WPB—the decision reached showed the care 
with which the President tried to fit the case to the man, to the 
industry, and the real need. 

Thus, in the long run, in spite of the publicity given to the czars, 
very few were set up, and these few were extensively tied into the 
general structure of the over-all war production controls. In World 
War II, there were in the United States no such centers of single 
commodity authority as were represented by the independent food 
and fuel administrations of the prior war. 


Comprehensive and Integrated Controls 


The third answer to the difficulties of production in a tight economy 
was the effort to develop new integrated controls for the whole war 
production program. This effort involved new methods of comprehen- 
sive programming, cutting programs back to feasible totals, balancing 
production within these totals, allocating materials on a time schedule, 
month by month, and quarter by quarter, and clearing production 
bottlenecks with new scheduling and directive powers. 

The steps by which this third method of approach was finally 
carried through, and the organizational changes which it required in 


the structure of the WPB, are described in the following pages of 
this chapter. 


The Time Element 


When the stringency of the economy compelled a decrease in 
production plans, program planners had to introduce the element 
of time into their calculations. A stated production requirement 
might stand still. If the total requirement had to be reduced, however, 
closer attention had to be given to maintaining a balance within each 
program and between the various programs. While this was highly 
desirable from the first, it was imperative as soon as the time element 
was introduced, so that at given target dates for major military 
actions there might be available a balanced complement of troops 
transports, escorts, landing ships, mechanized equipment, air nition 
tion, guns, ammunition, gasoline, quartermaster and medical supplies 
and a certain flow of services, munitions, and supplies for the opersuon 
from that point on. All of this called for “synchronizing the flow 
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of material with the time element of the program”—to take a phrase 
from Donald Nelson. It was the time element which thus made it 
necessary to interrelate the programs. 

Though this synchronization was generally recorded in terms of 
materials, the top decisions were actually made in airplanes, tanks, 
ships, high-octane gas, pipe lines, and other end products which were 
to be finished by a given date. 


_ Program Cut-Backs 


A major first step in getting war production on a maximum basis, 
strangely enough, was the reduction of the grand totals sought in a 
given period. These reductions in major production programs carried 
the expressive title of ‘‘cut-backs.” 

Our economy is apparently much like the camel and ceases to keep 
going when the load is increased by “‘the last straw.”” The problems 
arise with the high-pressure demands by individual procurement officers, 
each of whom “must” get his tanks, or rifles, or shoes, or landing barges, 
or packing boxes, or beef, by a given date in the near future, and who 
is convinced that no other demand is half so pressing as his. This 
is followed by the placing of contracts wherever a producer can be 
found. The producer then starts to hire workmen, get more machinery 
to increase his output, and to place orders for steel, wool, lumber, 
ball bearings, leather, oil, valves, and everything else. As these 
orders accumulate, they exceed the possible capacity of the suppliers 
of raw materials, and these start to expand, hiring more men and order- 
ing more machinery. The machine-tool manufacturers and the mines 
in turn are in the same fix; they cannot fill their orders without ex- 
panding. And so it goes, everybody getting in the way of every- 
body else, until, instead of increased production, there is the threat 
of industrial self-strangulation in the effort to do more than is possible. 
In the end nobody can operate efficiently because everybody is out of 
something—coal, or steel, or manpower, or machinery, or cotton, or 
paint, or soda, or any one of the other thousand things which must 
be available at the right time, the right place, and in the right quantity 
to keep the wheels turning and the goods flowing. 

Some statistics will show that we were heading into just such a 
situation during the early years of the war. When WPB added up the 
production programs of the various services in January 1942, incom- 
plete as were these programs, it found they came to about $60 billion 
for the year 1942, over against a theoretical feasibility estimate of 
about $40 billion. While American labor and industry fooled the 
experts and actually produced 10 percent more than the theoretical 
maximum, that was still far short of the $60 billion sought by the 
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Cuart 38. Production of Selected Basic Commodities 1 
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services in their scramble for equipment. Similarly, the figure for 

1943 was even worse, being some $45 billion out of estimated balance. 

Such discrepancies were not mere “straws”; they were sure to break 
. the camel’s back." 

No amount of juggling things around or establishing controls could 
meet this situation. There is no way of adjusting a load which is 
simply too heavy to carry. So the answer was cut-backs, without 
which all the rest of the program of control and Government guid- 
ance was futile. The story of the Army supply program which cov- 
‘ers well over half of the total war production for 1942 is revealing. 
On February 1, 1942, it was set at $62 billion for the year 1942. This 
was cut on April 6 to $45 billion, and on May 29 to $38 billion. On 
September 1, however, the program was pushed up to $40 billion, 
only to be cut back to $31 billion on November 12, approximately 
the actual production achieved for the year.” 

Similarly the aircraft program went through many permutations, 
measured both in numbers and in weight, as the new models became 
heavier and faster. On numbers alone, from January 31, 1942, to 
July 12, 1945, there were 16 “‘schedules,’’ numbered from 8-I to W-15, 
four of which had both “initial” and “‘ultimate’’ objectives. Produc- 
tion for 1942 was scheduled all the way from 68 thousand planes to 
47 thousand planes in four programs; 1943 saw 10 different schedules 
running from 88 thousand planes up to 109 thousand, and then back 
again to 86 thousand. The merchant marine program, however, went 
through the year 1942 at about 8 million tons, substantially as origi- 
nally planned, though at one stage it was temporarily lifted to 9 
million tons. 

These and other program reductions, though made by the services 
under WPB pressure, were not accepted without a most vigorous 
struggle, a struggle fought in terms of steel, copper, aluminum, tin, and 
other strategic materials. 


Review of Programs 

Next in importance to ‘‘cut-backs’”’ was the systematic review of 
programs by the impartial staffs of the WPB to see if the claimants 
really needed as much as they asked, and as fast as they asked it. 
This critical review of material demands, not only brought about 
important reductions in inflated demands, but also revealed the 
all too-human propensity of energetic supply officers, determined 
not to fail in their assignments, to overlook completely the needs 
of other services and other needs of the total economy. At the very 
beginning there were failures to plan for enough, but from February 


it War Production Board. Wartime Production Achievements, and the Reconversion Outlooks Report of 


the Chairman of WPB, Oct. 9, 1945, p. 11. 
2 War Production Board, Minutes, Dec. 1, 1942, 
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1942 on, the errors were all the other way, the tendency to overorder, 
to overcompute in translating from tanks to tons of steel, for example, 
to overestimate the needs for spares and the use of ammunition, except 
for the foreign orders, and above all, to set completion dates ahead 
of real needs based on other complementary parts of the total program 
was almost universal. Many supply officers were caught trying to 
complete in 1942 end products which would have been stored for 
2 years before they were scheduled for shipment, while the steel, 
textiles, and valves going into them were holding up articles which 
turned out to be critically needed in 1943 for the African landings. 
In certain shipyards, steel was found which could not be put in place 
for 18 months, at the very time that escort vessels for combating the 
submarines were in immediate demand. Many contracts for com- 
ponents also were permitted to run after the major end product had 
been superseded. 

It was not unexpected to find that few, if any, supply officers knew 
about, thought about, or cared about any other part of the program 
than their own. But it was surprising to discover how passionate, 
tricky, and ill-balanced men can become because of short-sighted 
overloyalty to their own programs. Most of the anguish of war-torn 
Washington arose not from the inherent difficulties of organizing for 
war, but from the frictions engendered by energetic men who sought 
the success of their own programs, had no time or inclination to think 
about the total effort or its many interrelated parts, and had no 
ability to discriminate between the exasperating obstacles of inertia 
and the essential barriers of coordination. In such situations, the 
impartial review of programs and schedules by men concerned only 
with the total success of the whole war production program proved 
not only essential, but actually more often than not, helpful for 
the individual programs thus brought into better balance within 
themselves. 


Program Balance 


The effort to introduce balance into the conflicting production pro- 
grams thus became a major necessity in the fall of 1942. While 
various glaring inconsistencies had been pointed out before by the 
WPB Planning Committee and others, the first full-scale attack on 
the problem came through the reports of the Bureau of Statistics at 
the meetings of the War Production Board on August 18, September 
22, and November 24, 1942. At the last meeting, Stacy May, Chief 
of the Statistics Bureau, not only exposed the wide ‘gap betweert 
first-of-month schedules and actual deliveries under the unbalanced 
and unrealistic programming, but demonstrated that the situation 
was getting steadily worse, and pinned the blame directly on the pro- 
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curement officers of the Army, Navy, and Air Forces. In the mean- 
time, at the Board meeting of October 6, Robert Nathan presented 
the feasibility report of the Planning Committee, showing that the 
sum total of unbalanced programs, which stood at $115 billion for 
_ 1943, was beyond the realm of possibility. 

The following further conclusions from this report of the Planning 
Committee deserve repetition: 


The analysis reveals imbalance in the sense that production is well above sched- 
ules for some easy items; and significantly below for the harder items with which 
the easy items are to be combined to yield a usable end-product. This is an in- 
evitable consequence of a huge program flooding the channels of production with- 
out a careful, unified control... 

While the pressing problem for the immediate future is to correct this imbalance 
by curbing the items that are ahead of schedules and concentrating effort on the 
items that are behind, we must not overlook the fundamental basic source of 
the trouble. There can be no efficient production control without production 
schedules; there can be no meaningful production schedule without a set of well- 
formulated and properly screened and tested objectives, spelled out over time and 
in respect of the relative importance of the various categories and end products; 
and there can be no such set of objectives unless there is a competent body, taking 
responsibility for formulating them in broad terms, and seeing to it that the 
spelling out in detail does not contravene the fundamental considerations that 
determined the program in its broad outlines . 

What we urgently need is an authoritative body that would represent fully 
and competently the strategic, economic, and political (in the sense of broadly 
social) factors that must jointly determine a well-formulated production pro- 
gram . 


While high goals were recognized as an incentive for all-out produc- 
tion, WPB took the position that impossible goals had become dan- 
gerous because they (1) throw production out of balance, (2) justify 
excess production capacity, (3) result in failure to meet targets for 
other and often more important parts of the program, (4) produce 
inflexibility, (5) increase difficulty of effectively controlling flow and 
distribution, and (6) prevent coordination of production program 
with those of other nations.” 

While various generals, admirals, and under secretaries rose at 
subsequent meetings of the Board to defend their own programs 
and to demand the elimination of various civilian products, they did 
go back to their offices and begin to introduce some balance and some 
recognition of feasible time limits into their own production programs, 
and the Chairman of WPB, with the backing of the President, asked 
the joint Chiefs of Staff to revise their total program. Mr. Nelson 
also concluded that WPB would have to take over and exercise a 
ereater degree of control over the balancing and timing of programs 
one against the other. 


13 War Production Board, Minutes, Oct. 6, 1942. 
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This balancing, and the elimination of production bottlenecks 
arising from lack of balance and timing were sought through two 
important innovations, the introduction of the Controlled Materials 
Plan under Mr. Ferdinand Eberstadt, and the introduction of con- 
trolled scheduling under Mr. Charles Wilson, both of whom were 
appointed Vice Chairmen of WPB during the third week in Sep- 
tember, 1942. 


Reorganization of WPB 


The appointment of Mr. Eberstadt and Mr. Wilson, with the duties 
assigned them, constituted a major reorganization of WPB, a re- 
organization which called forth from Mr. Bernard Baruch in a tele- 
gram of October 1 to the President these glowing words: 

I feel that the WPB is now at last reorganized on the proper lines and headed 
in the right direction, and that in the next 60 days we will see the commencement 
of a large increase in production in every line that we wanted. I feel much en- 
couraged on the production outlook. 

The new organization was, however, not put into administrative 
orders immediately because of the difficulty of drawing a sharp divid- 
ing line between the functions assigned to the vice chairman in charge 
of program and the flow of materials, Mr. Eberstadt; and the vice 
chairman in charge of production and scheduling, Mr. Wilson. 


November 11 Reorganization Order 


Mr. Eberstadt proceeded immediately to standardize, clarify, and 
integrate the industry and material divisions and the programming 
activities put under his direction. This was accomplished in part 
through the issuance on November 11, 1942, of 2 WPB administrative 
order drawn by Mr. Eberstadt with the staff aid of Maj. Gen. C. F. 
Robinson from the Army Service Forces Control Division, the WPB 
Office of Organization Planning and representatives of the Bureau 
of the Budget." 

There were several important elements in this new organizational 
set-up. First of all programming and operations, which had existed 
independently and on the same plane of authority under the prior 
organization, were now brought together under a single authority, 
that of the program vice chairman. This meant that Mr. Eberstadt 
would sit as the presiding officer of the Requirements Committee, 
listen to the claims advanced by the Army, the Navy, the Air Forces, 
the Maritime Commission, the Land-Lease Administration, and the 
Office of Civilian Supply, consult with his own program experts, make 
a tentative decision, clear it with Mr. Nelson if sufficiently important, 

4 General Administrative Order 2-65. 
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and then issue orders to the materials divisions and to the industry 

divisions, all of which were under his immediate direction, to operate 

the industrial economy accordingly. Making the decision and carry- 
_ Ing it out were tied up in the same bundle, under one man. 

The second important step in the new organization was the estab- 
lishment of the sovereignty of the materials and dustrial divisions. 
This was done through five administrative devices. First, the titles 
were changed from “branch” to “division,” an important step upward 
in the semantics of Washington bureaucracy; second, each division 
was given primary responsibility for maximizing the production in its 
area, and for handling virtually all relations of the industry as such 
with WPB; third, the division directed the flow of allocated materials 
in its area, making specific allotments under the broad determinations 
of the Requirements Committee and the program chairman, except 
as these were covered by the claimant agencies; fourth, if the WPB 
maintained order-board or scheduling control over the products of 
any industry, the management of these were assigned to the appro- 
priate producing division; and finally, the division was made the point 
of focus for reconciling competing demands, and for this purpose had 
its own subrequirements committee, patterned after the parent 
committee of claimants and was responsible for working out the total 
program of requirements, production, allocation, and distribution. 
The major divisions were also equipped with their own lawyers, labor 
advisors, civilian requirements experts, and statisticians, all of whom 
were assigned by the staff bureaus and offices under which they served. 

The third important step in strengthening the operating divisions 
was the curtailment of the defined responsibilities of the special! pro- 
gram units, such as those dealing with scrap and salvage, simplifica- 
tion and substitution, redistribution and inventories, stockpiling and 
shipping, resources protection, facilities and construction, concentra- 
tion of industry and civilian supply. These units were bluntly told 
that they were from that time on “staff divisions,” and that it was 
their function to: 

(a) Advise the vice chairman, the director general for opera- 
tions, and their immediate subordinates. 

(b) Formulate policies, programs, plans, and procedures. 

(c) Advise and service the industry divisions and the regional 
offices. +p 

(d) Follow up the execution of functions in the industry divi- 
sions and the regional offices. res 

(e) Perform those phases of the functions where centralization 
of performance is unavoidable. 

Furthermore, it was specifically stated that “all performance phases 
of the functions assigned to the vice chairman are carried out by the 
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industry divisions and the regional offices, with minor unavoidable 
exceptions.” : ; 

The fourth important step in building up the status of the operating 
divisions, and perhaps the most important, was, however, Mr. Eber- 
stadt’s methods of management. He meant what he said in the 
new organizational order, and in his daily operations leaned heavily 
on the materials and industrial divisional chiefs and their divisional 
requirements committees to carry on the major operating functions of 
WPB in Washington. Thus, under the November 11 plan, each 
industry division became a small WPB in its’own area, with its own 
small requirements committee representing the chief claimants and 
endeavoring to work out a balanced program within the overriding 
decisions of the top requirements committee. 


The Controlled Materials Plan 


When Mr. Eberstadt originally took hold, the WPB system of 
control over the flow of materials was undergoing transition from the - 
priorities system to the production requirements plan, described in- 
chapter 5. The essential element of PRP, as is shown below, was the 
monthly allotment to each plant by WPB of the amounts of materials” 
required to meet its approved production schedules in view of its past 
experience and its inventories. Beautiful as was this plan on paper, 
it was under vigorous attack as administratively unworkable by some 
large industrialists and by the chief claimants, particularly the Army 
Service Forces. The PRP reports did disclose, however, large excess 
inventories and had a beneficial effect on production in many quarters. | 

Nonetheless, the new vice chairman went immediately to work to 
develop and enforce a new system of material control. In this he 
had aid from several sources. The WPB Steel Committee returned 
from England and reported on September 22, urging, among other 
things, the adoption of the British system of steel allocations. At the 
same time, a group of automotive engineers worked out and presented 
a ‘warrant plan’ under which each prime contractor would be given 
warrants for the critical materials and components called for under 
his war contracts. The services, in contrast, thought that the only 
solution was to be found in giving each major claimant a fixed per- 
centage allocation of each critical material, and then leaving it to that 
claimant to flow “his” material to the contractors working for him. 

Mr. Eberstadt brought these various groups together behind locked 
doors, including some British advisors who were flown over for the 
purpose, and came out with a compromise and composite system 
which was approved by Mr. Nelson and presented as the Controlled 
Materials Plan on November 2, 1942, to become partially effective 
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April 1, 1943, and fully effective July 1, 1943. Extensive CMP schools 
were immediately organized both in Washington and in the field to 
train WPB, Army and Navy representatives, and businessmen in 
their new duties and the procedures under the Controlled Materials 


Plan. 


Fundamental Principles of Production Control 


In order to appreciate fully the significance of Mr. Eberstadt’s 
epochal reforms, it is necessary to view this last change against the 
prior history of war-production controls, even at the risk of repeating 
what has been chronicled earlier. Two elements are involved: first, 
the strategy of control; i. e., where do you take hold of the economy? 
And, second, the tactics of operation; i. e., how shall you manage 
your controls? 

The Strategy of Control—The WPB program of November 1942, 
like its predecessors, was based almost exclusively upon materials. 
The new plan for managing the industrial economy, designed to get 
out the maximum war production, was entitled the ‘Controlled 
Materials Plan,’ the clearest possible recognition of its central 
purpose.” 

There are many other possible points of control in an economy, such 
as contracts, appropriations, financing, production schedules and 
utilization of power, transportation, plant and manpower. Of all 

‘these, Mr. Eberstadt seized but one: materials and components, and 
these he dominated by completely controlling steel, aluminum, 
and copper, with other commodities added later. Under the CMP, the 
whole industrial economy of America was steered by taking control of 


- these few key materials as a rudder. Virtually everything else was 


expected to fall in place naturally and inevitably. 

The tactics of operation.—There was an equally clear philosophy 
back of the new technique of production control. This can best be 
seen by examining the changing principles underlying American 
production controls from 1940 to the Controlled Materials Plan 
of November 1942. 

In spite of the tremendous complexity of the American economy 
and the involved nature of the war production controls which gradually 


15 The concentration of WPB controls in one area, namely materials, was accentuated by two other de- 
cisions of Mr. Nelson during the latter part of 1942. These were the decisions: (a) to transfer out of WPB 
such power as it might theoretically have exercised over the allocation of manpower, and (b) to relinquish 
as far as possible power over food and agriculture. Closely as these problems were related to war pro- 
duction, it was apparently Mr. Nelson’s feeling that WPB should be kept as sim ple as possible, that it was 
already ‘‘too big,’’ and that his interests could be adequately protected by continuing to control materials 
and by being represented on the advisory boards which dealt with manpower and with food and agriculture. 
The transfer of these functions was effectuated in the fall and winter of 1942-43; Manpower by Executive 
Order No. 9247, Sept. 17, 1942, 7 Federal Register 7379, and Executive Order No. 9279, Dee. 5, 1942, 7 Federal 

~ Register 10177; Food and Agriculture by Executive Order No. 9280, Dec. 5, 1942, 7 Federal Register 10179. 
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came into being, the essentials of the four kinds of control which were 
established through the OPM and WPB are not difficult to understand 
when stated in their simplest terms. 

These four systems were: 


1. Control by Priorities. 

2. Control by Unrelated Allocation of short items by inde- 
pendent materials and commodity divisions of WPB. 

3. Control by Integrated Allocation under PRP by the Require- 
ments Committee and the WPB materials and commodity 
divisions. 

4, Control by Integrated Allocation under CMP by the Require- 
ments Committee, working primarily through the Procurement 
Agencies, namely, the Army, Navy, Air Forces, Maritime 
Commission, etc. 


The accompanying diagrams (charts 39 and 40) bring out the points 
of contrast between the two latter systems. In both diagrams the 
WPB organization is shown in skeletal form on the left. The key 
function of the Requirements Committee is illustrated with the 
responsibility for ‘“‘cutting the material pie’ among the various 
claimants, and as the advisor of the program vice chairman and the 
Chairman of WPB who had the final say. 

The twelve ‘claimants,’ each with their own war or essential 
civilian production programs, are represented by the four boxes to 
the right. 

The circles which fill the bottom of the diagram represent in very 
simplified form the tens of thousands of independent contractors, large 
and small, who go to make up the American economy, most of whom in 
one way or another did some direct or indirect war work. 

The dotted black lines from the claimants to the circles, and 
between the circles represent the prime contracts and their sub- 
contracts for war production. 

Chart 39 shows the skeleton of the first effort that was made to 
eliminate the confusion and inefficiency of unrelated priorities and 
allocations by substituting a comprehensive and integrated system 
of allocation. The system was known as the Production Requirements 
Plan, because under it each producer was required to make a single 
comprehensive statement to WPB of all his requirements on a monthly 
and quarterly basis, as is explained in chapter 5. This flow of incoming 
information on requirements is shown by the alternate dash lines. 
After the total requirements as shown by these PRP statements had 
been added up, the material pie was cut, and apportioned, plant by 
plant, in the light of the total war production program, by the Require- 
ments Committee and the program vice chairman. Authorizations to 
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buy ‘and use critical materials were thus granted to every producer 
direct from WPB. 

These allocations, which went out chiefly through the WPB industry 
divisions, were designed to take the place ultimately of both the 
specific allocations and the flood of priorities. 

This system was tried experimentally beginning in December 1941 
and was made mandatory for some 10,000 larger war contractors 
beginning with October 1942. 

Chart 40 presents graphically the CMP system which Mr. Eberstadt 
installed, and which became effective in place of the PRP with the 
first quarter of 1943, and was continued for 10 quarter years to 
the end of the war. 

Under this last development, requirements were gathered and stated 
by the “claimants,” the material pie was cut by the Requirements 
Committee and the program vice chairman, and the stream of alloca- 
tions flowed down to the 12 major claimants as lump-sum allotments 
under each of the controlled materials. Each claimant then made a 
suballocation to his prime contractor; each prime contractor made a 
further allocation to his subcdntractors; and each subcontractor 
allotted to his sub-subcontractor, to the final link of the chain. Thus, 
the allocations followed the same lines as the contracts, and were 
managed, within the broad totals set by the WPB, by each of the 
major procurement agencies, the Army, the Navy, the Air Resources 
Control Office, the Maritime Commission, and the Foreign Economic 
Administration, etc. 

There were, however, certain types of production which could not 
well be handled through this distribution of allocations—the chain 
was too long. Therefore, requirements for maintenance, repairs, and 
operations of industries, including the mines and mills, and for the 
civilian economy generally, were computed chiefly by the operations 
vice chairman, and the allocations were enforced through this office 
and through other divisions of WPB. 

In chart 40, the flow of incoming information on requirements is 
shown in alternate dash lines, reaching the Requirements Committee 
chiefly from the claimants; i. e., the procurement services. The allo- 
cations are shown in lines marked ‘‘A,’’ though only one set has been 
filled in to avoid pictorial confusion. 

Perhaps these diagrams will aid in making clearer the underlying 
significance of the final evolution of the WPB material control tech- 
niques. 

In passing from priorities to allocation, we passed from a queue 
system, with the military program entitled to go to the head of the 
line, to a rationing system, under which selected commodities were 
separately rationed. In passing from these multiple allocations to 
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PRP, we passed from the unrelated rationing systems to acomprehen- 
sive and integrated rationing system, under which allocations of one 
commodity were-related to allocations of another commodity, plant 
by plant and program by program, under the complete administration 
of the WPB itself. The final change was to shift the detailed adminis- 
tration of allocations from the WPB to the claimant agencies, chiefly 
the Army, Navy, Air Forces, and Maritime Commission, and to dele- 
gate the secondary power of allocation to the prime contractors, who 
passed the allocations on down through the industrial system. 

The power which this transferred to the military services and to 
the prime contractors was, however, not quite as sweeping as these 
diagrams indicate, because two other types of control not shown on 
these charts were developing just as the final shift was being made in 
the controlled-materials system. These two new areas of control were 
scheduling and manpower allocation. The nature of these controls 
is described below and in chapter 14. 

Under the Controlled Materials Plan as thus worked out, the WPB 
announced that it would “bring about the adjustment of production 
programs to conform to materials supply” and that “each manufac- 
turer receiving an authorized order or authorized delivery schedule 
for his product will receive an allotment of the materials which he 
and his subcontractors must buy in order to fill the order.” 

Scheduling production.—The fourth answer for the problem of maxi- 
mum war production in a tight economy was the direct control by 
WPB of the main military production programs. Direct control in- 
volved three important activities: (1) sitting down with the military 
chiefs, reviewing their programs, contracts, and production schedules, 
and requiring them to make adjustments designed to get a better 
over-all result; (2) sitting down with the managers of plants which 
were producing the important military products, and authorizing or 
directing them to take the necessary action in their own plants to get 
out maximum production regardless of contracts, or the demands of 
individual procurement officers and their expediters; and (3) taking 
more or less complete control of the production schedules and deliv- 
eries of the manufacturers of intermediate products like valves, ball 
bearings, motors, crankshafts, and steel and aluminum alloys and 
shapes; i. e., components. 

The man selected by the President and Mr. Nelson to develop and 
manage these production controls was Charles W. Wilson, president 
of the General Electric Co. 

Jurisdictional controversy.—When Mr. Wilson went to work toward 
the end of September 1942 on this important and difficult assignment, 
he found it extremely difficult to get under way. The whole Wash- 
ington situation and the complicated division of work between the 
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_ WPB and the services, and within WPB, were not only baffling, but 
exasperating to a man fresh from the outside. The basic reason for 
delay was, however, the loss by WPB of its powers over production 
_ both through inaction and by the delegation of the contracting power 
to the procurement services early in 1942. Thus, Mr. Wilson as 
production vice chairman had to reassert and recapture the primary 
authority of WPB over all production, a move the military authorities 
resisted openly as well as covertly. Thus, while Mr. Eberstadt was 
moving ahead rapidly with the backing of the Army, Mr. Wilson was 
fighting a jurisdictional conflict over the basic powers of the WPB. 
The ensuing interagency struggle between “‘coordinators” and “oper- 
ators” was labeled widely as another show-down fight between the 
civilians and the military. The controversy ended in a compromise 
under terms of which the WPB production vice chairman, Mr. Wilson, 
was to be— 
responsible for and . . . direct the scheduling of the various production programs 
of the Army, Navy, Maritime Commission, and other agencies participating in 
the national war production program, in order to ensure that program schedules 
do not conflict, are in balance, are consistent with the maximum productive 
possibilities of the national economy, and are in accord with the strategic require- 
ments of the Chiefs of Staff. 
In discharging these functions with respect to end products and their 
components, he was to have the advice and assistance of a Production 
Executive Committee consisting of himself, as chairman, the WPB 
program vice chairman (in charge of materials), the vice chairman of 
the Maritime Commission, and two representatives each of the War 
and Navy Departments. His directives were to be issued through 
the military supply services. In addition to these duties of general 
supervision, the production vice chairman was charged with central 
supervision and direction of the production programs for aircraft, 
escort vessels, and radio and detection equipment. In dealing with 
aircraft, he was to be advised and assisted by a board comprising 
himself, as chairman, two representatives of the War Department, 
and one of the Navy Department. Again, he was to issue directives 
through the supply branches of the Armed Forces.” 

With the Production Executive Committee, Mr. Wilson had an 
organization through which he could coordinate all production. But 
the most immediate problem facing him involved only one small but 
extremely important part of production, that of component parts, 
such as valves or motors. For many vital programs, components 
were relatively more scarce than materials. Thus, for example, there 
might be ample supplies of steel for all the ships to be built fora partic- 
ular quarter, but insufficient valves or motors. Forgings, boilers, 


16 OWI-WD-ND-WPB Press Release WPB-2207, Dec. 4, 1942; WPB General Administrative Orders 
Nos, 2-71, 2-72, 2-73, Dec. 9, 1942, 
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gages, heat exchangers, turbines, blowers, pumps, and bearings were 
equally necessary for ships and the manufacture of airplanes, for 
rubber factories, and the production of farm machinery. Unless the 
production of components was carefully scheduled, and unless the 
components themselves were distributed against immediate need, 
proper allocation of raw materials did not prevent bottlenecks in 
production. 

How difficult it was to schedule the production and delivery of 
critical common components will be suggested by recalling the range 
of these ‘“‘middlemen of manufacture.’ 

The components going into the finished products necessary for modern war 
range all the way from minute jewel bearings for delicate instruments to huge 
steel castings and forgings, from tiny fractional horsepower electric motors to 
mammoth marine turbines, and many of these components, such as engines and 
pumps, winches, motor controls, and axles, have subcomponents of their own, 
each of which must be produced and delivered in proper quantity and on schedule 
or some vital end product will be delayed." 

For this purpose, neither the Production Requirements Plan nor 
the Controlled Materials Plan was adequate. These systems had 
been installed to distribute materials among competing end-product 
programs. They were not designed to assure the best detailed use of 
components which continued to flow under the priority contracts. 
Thus the new systems could not insure that orders for parts would be 
filled in accordance with the relative urgency of various end-product 
programs. A manufacturer with AA-1 ratings for more components 
than he could supply at once was compelled to fill orders according to 
the date he received them. As a result, the Navy, for example, might 
get electrical equipment for ships which would not be launched for 
another year while the Army waited its turn to have an order for an 
urgent program filled. These problems were aggravated by the 
armed services’ underestimation of their requirements for components, 
so that production was not increased soon enough to meet needs. In 
addition, there was a tendency among claimant agencies to inflate the 
amounts, and to advance the dates for delivery, of their end-product 
and component needs, partly as a means to stimulate production. 
In other cases, claimants and contractors failed to place orders early 
enough to permit their production to be increased sufficiently and their 
distribution to be scheduled properly. 

To meet these difficulties, the War Production Board undertook to 
obtain more timely determination of requirements and to scale them 
down. to actual needs to secure prompter placement of orders, to in- 
crease capacity to produce components, and to effect better distribu- 
tion of available components. Even before the winter of 1942-43, 


War Production Board. War Production in 1944, June 1945, p. 53. 
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the Board had been obliged to schedule production and distribution 
of certain components in short supply, such as machine tools, com- 
pressors, turbo-blowers, and jewel bearings. Now it proceeded to 
“codify” the process and to extend its coverage. This was done under 
WPB General Scheduling Order M-—293 of February 26, 1943,'8 and 
the Component Scheduling Plan of June 1, 1948, both of which later 
underwent considerable revision, though their basic featuresremained. 
Under these arrangements, WPB sought to detetmine more precisely 
_ the actual requirements of claimants for components and to establish 
and freeze firmly schedules for their production and delivery. } 

General Scheduling Order M-—293 listed the critical comporents to 
which delays in fulfilling end-product programs approved by WPB 
had been attributed. On the basis of scarcity and need, these 
components were grouped into three categories: undesignated, “X”’ 
and “Y.”’ Manufacturers of the first, and least critical, group were to 
make regular operation reports to WPB, showing productive capacity, 
and orders filled, received, shipped, canceled, and scheduled for 
the specific period designated. Manufacturers of “X” items were 
required to submit not only these operational reports but also delivery 
schedules, and they were allowed to deliver components only under 
schedules approved by WPB. Most items in the “Y” group, which 
was the most critical, already were under WPB scheduling orders. 
Anyone who wanted to place an order for one of these components 
first had to obtain approval of WPB, which might specify the plant 
in which it was to be placed. Orders so authorized had to be accepted 
by the manufacturer if regular price and terms were met. Schedules 
approved by the Board under Ordec M-293 could be “frozen” —1.e., 
protected from interference by rerating and expediting—though they 
were subject to change by further WPB directives. 

On the basis of information submitted on forms required for oper- 
ation of its Order M-293, WPB, through its industry divisions and 
Production Scheduling Division, was able to determine expected pro- 
duction and requested deliveries over a future period for a group of 
manufacturers. It could transfer orders among plants making a 
component if some were overloaded and others were operating below 
full capacity. When total supply was not enough to meet total de- 
mand, the Board tried to increase manufacture by eliminating labor 
and material bottlenecks; and it undertook to correlate production 
and distribution of components more closely with actual relative 
urgencies of need. 

To effect such correlation, it was necessary to determine the partic- 
ular end products into which the components were going and the 
“lead time’ required for each component of the products. For this 


18 OWI-WPB Press Release W PB-2690, Feb. 27, 1943. 
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purpose, the WPB industry divisions brought in representatives 
of claimant agencies to go over the orders of component manufacturers 
and to justfy their orders on the basis of concrete end-product pro- 
grams and realistic time schedules. Results of this procedure, however, 
were not enough to meet the problem. The information needed for 
adjusting schedules was not always available; and there was no 
formal procedure to facilitate interchange of vital data about com- 
ponents among contractors, claimant agencies, and WPB. To deal 
with some of these deficiencies, the Board, on June 1, 1943, put into 
effect its Component Scheduling Plan. 

The Component Scheduling Plan (CSP) was a voluntary cooperative 
scheme focused on critical components and subcomponents for a 
limited number of military programs including ships, tanks, and 
rubber plants. It introduced ‘‘vertical,”’ as distinguished from the 
prevailing “horizontal” or interplant, scheduling, a shift in some ways 
analagous to that from PRP to CMP for control of materials. The 
purposes of CSP were to develop realistic unit requirements for each 
product and to identify the programmed items or projects for which 
components on order were intended. Information on requirements, 
contract numbers, and end products was transmitted by the prime 
contractor to his subcontractors, by them to their subcontractors, and 
so on.!® Each manufacturer in the contracting chain thus was given 
the relation in time and quantity between the components he was to 
supply and the end products into which they would go. These 
arrangements facilitated verification of requirements and adjustment 
of delivery schedules by WPB. Orders approved by the Board under 
the CSP procedure could be frozen into schedules established under 
WPB Order M-293. 

General Scheduling Order M-293 was revised on September 17, 
1943. To the three categories of components mentioned already, there 
was added a ‘‘Z’’ classification consisting of items which had been 
handled under the Component Scheduling Plan. The CSP procedure 
was made mandatory by requiring contractors and subcontractors to 
fill out CSP forms on instructions from claimant agencies. In addition, 
certain ““X”’ and “Y”’ components were moved into the undesignated 
category in order to simplify reporting -by manufacturers. Detailed 
data were required only from producers in greatest difficulty and on 
types and sizes of components which were most critical. In February 
1944, the “Z’’ classification was dropped and the vertical scheduling 
procedure for special programs was simplified because the paper burden 
and time involved were found to make this system unworkable. At 
the same time, procedures for reporting requirements for ‘““X”’ com- 


10 WPB Operating Procedures 71-11, June 1, 1943; OWI-WPB Press Release 3568, May 17, 1943. 
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ponents were simplified further. Those for ‘“Y” items continued as 
they were, but the number of components affected declined.” 


Collision Between Production and Materials Controls 


These developments in the scheduling of production and delivery 
of components required adjustments in organization of the War pro- 
duction Board. The basic problem was to relate effectively the con- 
trols exercised over manufacture of end products through distribution 

of component parts with controls employed to allocate materials for 
_ these products since, in many cases, both these elements of production 
were critically short. It was desirable, for example, that production 
schedules obtained by WPB should be in a form that would serve 
both systems of control. It was important, also, that critical materials 
and components both should be directed to the specific manufactur- 
ing plants which would use them most promptly and effectively. 
Within WPB, however, the two types of control were in separate 
hands. The program vice chairman, Mr. Eberstadt, exercised au- 
thority over allocation of materials, while the production vice chair- 
man, Mr. Wilson, had responsibility for production of end products 
and components.” The WPB Chairman recognized that these re- 
sponsibilities were “‘closely interwoven” and that ‘each official must 
consult the other in many cases.’ He sought, therefore, to define 
relations between them so that allotment of materials and scheduling 
of production would be integrated properly; but circumstances were 
such that this effort was not successful. WPB Chairman Nelson had 
declared that the relation between the program and production vice 
chairmen “has not and does not promote conflict.’’* Neither such 
reassuring statements nor his instructions for consultation and co- 
operation between the two officials, however, were enough to insure 
the coordination that was needed in the war production program. 
Apart from difficulties inherent in division of authority and provisions 
for its coordination,“ there were other factors which interfered with 


10 WPB Press Release W PB-4952, Feb. 10, 1944 (OWI). 

1 Duties of the program vice chairman are stated in WPB General Administrative Order No. 265, Nov, 
11, 1942. Those of the production vice chairman are included in WPB General Administrative Orders Nos. 
2-71, 2-72, 2-73 and 2-74, Dec. 9, 1942. 

22 OWI-WPB Press Release W P B-2065, Oct. 26, 1942, 

% Ibid. 

*% The production vice chairman was to obtain the advice of the program vice chairman with respect to 
(1) points at which proposed war production plans, programs, and schedules seemed likely to exceed pro- 
duction possibilities because of material shortages, and (2) readjustments that might meet material limi- 
tations effectively. He was to arrange with Army, Navy, and Maritime Commission that their schedules 
and claims for materials should be in harmony with production plans, programs, and schedules he had 
approved or released. Allotment requests submitted by these claimant agencies were to be reviewed by 
the WPB Requirements Committee, Program Bureau, and Controlled Materials Divisions to determine 
their consistency with production schedules approved by the production vice chairman and their relation 
to total supplies of materials. When the program vice chairman made determinations for distribution of 
materials that required reduction in approved production schedules, the production vice chairman was to 
ensure that such schedules were adjusted appropriately. (WPB General Administrative Order No. 2-73, 


Dee. 9, 1942.) 
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integration of the two systems required for control of production of 
end products." Among them were the presence in WPB of two “strong 
men” in coordinate positions with closely related functions, the play- 
ing of “palace politics’ in the organization, and repercussions of 
controversies between WPB and the military procurement agencies. 
The potential frictions inherent in this situation came to a head in 
a struggle for jurisdiction over WPB industry divisions. These units 
were used for scheduling production as well as for allocating materials 
(especially for CMP ‘B” products, which were common to many 
end products). Difficulties were almost inevitable in attempts by the 
divisions to serve satisfactorily two masters who did not see eye 
to eye: The program vice chairman, Mr. Eberstadt, had jurisdiction 
over most of the divisions and was responsible for allocating resources 
to end product programs. The production vice chairman, Mr. Wilson, 
had responsibilities for production of these end products and their 
components. The WPB Aircraft and Radio Industry Divisions and 
the Office of Progress Reports had been placed under his direction 
when WPB extended its control over production of these military 
products early in December 1942.% Not long after, Mr. Wilson sought 
to have other WPB divisions put under his jurisdiction in order to 
assist him more effectively in meeting his general responsibilities for 
the war production program. He was reported to have complained, 
for example, that the sizes and shapes of the raw aluminum supplied 
under Mr. Eberstadt’s direction were such that they could not be 
turned into the extrusions needed for production of airplanes under 
his supervision.“ On February 4, 1943, WPB Chairman Nelson 
transferred to the production vice chairman the Shipbuilding, General 
Industrial Equipment, Tools, Automotive, Safety, and Technical 
Supplies, Aluminum and Magnesium, and Facilities Divisions and 
the Facilities Bureau, all of which previously had been under the 
program vice chairman.” These shifts were a result of Mr. Wilson’s 
insistence and a recognition of the increasing importance of production 
scheduling and the declining relative urgency of materials control in 
the war supply program. ‘The process was completed less than 
2 weeks later when the WPB Chairman asked the program vice 
chairman for his resignation and designated Mr. Wilson Executive 
Vice Chairman in charge of functions formerly performed by himself 
over production and by Mr. Eberstadt over materials.% Chairman 
Nelson justified the reorganization with the argument that— 


16 WPB General Administrative Orders Nos, 2-71, 2-72, 2-73, 2-74, Dec. 9, 1942. 

% New York Times, Feburary 17, 1943, p. 11, column 4, 

27 WPB General Administrative Orders Nos. 2-76, 2-77. 

%® WPB General Administrative Orders Nos. 2-71, 2-72, 2-73, and OPVO Administrative Order No. 2. 
But see also Nelson, Donald M., Arsenal of Democracy, N. Y. 1946, p. 388 ff. 
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Cuart 41. United States Munitions Production 
[Average Monthly Rate, by Quarters, in 1945 Standard Dollar Weights] 
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Because our entire effort must now center about the production lines, and because 
this involves the closest control over scheduling, it is essential that two things 
be true—first, that a production man be in full charge; second, that all related 
problems be within the jurisdiction of that production man. 

_.. The man in charge of production cannot discharge his duties adequately 
unless he also controls the flow of materials into production channels. 

In other words, materials control and production control today are all one 
integrated job. They cannot be considered separately. They must be directed 
as one job, not two.” 


Another element in the reorganization, however, was the relationship 
between the WPB and the military. The latter were reported to be 
seeking Mr. Nelson’s ouster from the WPB chairmanship, and 
Mr. Eberstadt, a former official of the Army and Navy Munitions 


Board, was believed to be in sympathy with them. 
With this final evolution, the WPB reached its ultimate wartime 


39 OWI-WPB Press Release W PB-2558, Feb. 16, 1943. 
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development and proceeded with new vigor and unity of direction to 
drive production upward from month to month, until direct military 
production reached toward the close of the year an annual rate of over 
$62 billion, a figure previously considered impossible by many experts 
and higher than the combined efforts of the other Allies. 


CHAPTER 


Il 


Food for War 


RIOR to midsummer 1942 few people realized that global war- 
Pes would tax to the limit our agricultural resources. In 1939 

an immediate result of the European war had been to reduce 
foreign demand for American agricultural produce. Our normally 
large surplus of commodities such as wheat, corn, and cotton, of which 
we had approximately a 2-years’ supply, increased with each harvest. 
We also began to pile up stocks of other commodities for which there 
previously had been substantial export markets. After the declaration 
of war, however, Pacific sources of sugar, oil, fruit, and other foodstuffs 
were cut off and soon it became apparent that American agriculture, as 
well as American industry, would have to be mobilized in a great 
productive effort. 

By the fall of 1942 existing arrangements for handling food problems 
had become inadequate. Shortages of meat, fats, and oils, dairy 
products, and canned foods were bringing home to consumers the 
effect of war on food supply. These shortages were simply another 
indication of the growing intensity of the war on all fronts. Military 
operations then under way in North Africa, Guadalcanal, and El 
Alamein, and planned for Italy, Western Europe and the Japanese 
Islands, could be supported only by the most efficient use of all our 
resources, including food. This pressure brought a reorganization 
of the War Production Board and a refinement of production schedul- 
ing techniques. It likewise required fuller utilization of manpower 
and better control over the production and distribution of agricultural 
commodities. 

The principal problems in mobilizing food were similar to those 
which had to be solved in mobilizing steel, copper, manpower, manu- 
facturing facilities, and other strategic resources. Since there was not 
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enough food to satisfy all needs, available supplies had to be divided 
among competing uses according to essentiality. Farmers had to be 
persuaded to use their land and equipment for the production of 
war-essential crops. Farm produce had to be channeled to processors 
in proper amounts and to wholesalers and retailers for equitable 
distribution to consumers. The agencies responsible for performing 
these jobs had to be tied in with the general civilian war organization 
and coordinated with the activities of other agencies dealing with 
related problems. The story of how these problems were handled 
should be placed against a background of the food situation as it 
appeared in the fall of 1942. 

The Department of Agriculture estimated in September 1942 that 
total food production in the coming year would be substantially above 
the average for the prewar period 1935-39. Increased production 
of meat, for example, was estimated at 49 percent above the prewar 
average, or 24 billion pounds. Production estimates showed sub- 
stantial increases for other foods. 

Food shortages were certain in spite of this favorable production 
picture. In Europe, Russia, and China there would be malnutrition 
and actual starvation. In the United States, the people would eat 
more than they had ever eaten before, but would not be able to get 
as much as they would wish to buy. The Department of Agriculture 
estimated that spendable income in 1943 would be about 65 percent 
above 1935-39 levels, much of it in the hands of lower income groups 
who never had been able to afford an adequate diet. Moreover, 
because of the disappearance from the market of new cars, washing 
machines, radios, and other durable goods, spendable income available 
for the purchase of food would be about 97 percent higher than the 
1935-39 level. Again in terms of meat, this meant that the estimated 
supply of 140 pounds per person would be 14 pounds more than the 
prewar average but 24 pounds less than the potential 1943 civilian 
demand of 164 pounds per capita (charts 42 and 43). 

Expanding military requirements also contributed to developing 
food shortages. By the end of 1942 it had been determined that 
military plans for 1943 would require an Army of 8.2 million and a 
Navy of approximately 1.8 million men. A military force of this size 
would consume enormcus quantities of food. Navy menus, for ex- 
ample, provided each 1,000 sailors with monthly allotments of 32,000 
pounds of meat, 2,400 pounds of butter, 4,500 pounds of eggs, and 
800 pounds of cheese, in addition to large quantities of dry groceries 
and fresh fruits and vegetables.!_ These menus gave each sailor more 


1 U. 8. Navy. Supplies and Accounts Memorandum No. 416, May 1937, ‘Items and Quantities to be 
Carried by Ships,” reprinted and in use, 1942, 
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Cuart 42. Per Capita Consumption of Selected Foods. 
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than twice as much meat, three-fourths again as much butter, one- 
third again as many eggs, and two-thirds again as much cheese as 
the average citizen ate in 1942. 

Another heavy drain on our food supplies came from the necessity 
of keeping our allies, chiefly Great Britain and Russia, in the war. 
Shortly after the fall of France the President had declared, “We will 
extend to the opponents of force the material resources of this nation” 
and, through lend-lease arrangements, we began to ship foodstuffs to 
Great Britain. Russia had lost the Ukrainain sugar and grain-pro- 
ducing areas a few weeks after the Nazi invasion and, in the 1942 
summer offensive, the Germans captured the great North Caucasian 
agricultural area. Large quantities of fats and oils and grain were 
needed to keep the Red Army in the field and- by December 1942 
these requirements were so urgent that at times food was given preced- 
ence over steel in the assignment of shipping space. To keep 
British and Russian diets at the subsistence level in 1943 would take 
about 10 percent of our total food supply. 

Finally, the invasion of North Africa on November 8, 1942, posed 
for the first time the problem of food for liberated peoples. In con- 
trast to the Germans and Japanese, who were busily engaged in strip- 
ping resources of conquered territories, the President stated: “Every 
aid possible will be given to restore each of the liberated countries to 
soundness and strength, so that each may make its full contribution 
to United Nations’ victory.” 2 

Aid to our allies, maintenance of the health and efficiency of the 
civilian population, and full utilization of food as an instrument of 
warfare required changes in the Government’s peacetime food organ- 
ization. Prior to the declaration of war, when there was little aware- 
ness that food would become scarce, administrative problems involving 
agricultural commodities were handled within the rudimentary defense 
organization of the Department of Agriculture. As the tempo of the 
war increased in the months following Pearl Harbor, it became neces- 
sary to coordinate the various agencies whose actions affected in one 
way or another the production and distribution of farm produce. At 
first, this coordination was provided by WPB but by the fall of 1942, 
it was apparent that a more effective food organization was needed. 
On December 5, 1942, the President by Executive order directed the 
Secretary of Agriculture to “assume full responsibility for and control 
over the Nation’s food program.” This order set the pattern of the 
War Food Administration for the crucial war years. The pages 
which follow relate the administrative developments preceding the 


1 Office of Lend-Lease Administration. Seventh Report to Congress on Lend-Lease Operations, for the 
period ended Dec. 11, 1942, p. 6. 


4 Executive Order No. 9280, Dee. 5, 1942, 7 Federal Register 10179, 
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Cuart 43. Production of Selected Foods! 
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issuance of the Food order and discuss some major problems confront- 
ing the Secretary of Agriculture in the first 3 months of 1943. 


Administrative Developments Prior to December 1942 


Immediately after the Nazi attack on Poland and the declaration 
of war by France and Great Britain, Secretary of Agriculture Wallace 
set up an advisory council (comprising representatives of farm organ- 
izations, the food industry, and consumer representatives) to advise 
the Government on the wartime problems of American agriculture. 
The advisory council’s approach was that such adjustment in agri- 
cultural practices as might be required should come through volun- 
tary cooperation between Government and the food industry rather 
than by the imposition of regulations and orders. The possibility of 
using the council as an instrument of such cooperation was lost when 
a fatal disagreement developed between the representatives of the 
farm organizations and representatives of the food trade over a food 
supply organization plan prepared by members of the trade and over 
the Secretary’s proposal to support hog prices at a level which farm 
organizations feared would become a ceiling. 

The next development came as the Nazis swept through the low 
countries and France: Mr. Chester C. Davis was appointed Agricul- 
tural adviser of the National Defense Advisory Commission. Under 
the President’s concept of the NDAC, the agricultural adviser’s func- 
tion was to advise the President on all aspects of agriculture in relation 
to the defense program. Mr. Davis advised on matters such as the 
disposition of surpluses, place of the farm populations in the defense 
program, and the development of new agricultural products for de- 
fense. All operating functions of the Department of Agriculture 
remained intact. 

As the parts of the National Defense Advisory Commission began 
to be transmuted into more formal Government agencies, such as the 
Office of Production Management, the question of what to. do with 
the NDAC Agricultural Division arose. Mr. Davis suggested to the 
President on March 6, 1941, that an office of food supply be estab- 
lished, either as a part of the Office for Emergency Management and 
coordinate with the Office of Production Management, or as a division 
of the Department of Agriculture. The statutory responsibilities of 
the Secretary of Agriculture with respect to production, storage, and 
distribution of food, and the availability of trained personnel in the 
Department were cited as reasons for setting up the office in the De- 
partment of Agriculture. Under the Davis plan, the food organi- 
zation would have been headed by a strong administrator reporting 
to the Secretary of Agriculture but acting under a Presidential direc- 
tive; it would gather and maintain current information in regard to 
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food supplies and requirements; and formulate and execute the 
Government’s food program. 

The President did not set up the office of food which Davis recom- 
mended. He stated that “the work of taking coordinated action 
with regard to food should be done in the Department of Agriculture”’ 
because they “have the facilities for this work” and because there 
would be “danger of confusion and duplication” if this work were ~ 
done outside. The President added that, since the British were 
interested in obtaining only a few commodities and information about 
them was quite complete, “it seems inadvisable just now to risk 
creating the alarm that might arise from a broad survey of agricul- 
tural supplies. . . . For the same reason, I do not think that we need 
to establish an office of food supply or a food administration at this 
time.” This decision was contrary to the general pattern which the 
President followed in establishing international agencies outside the 
Department of State, and the War Labor Board outside the Labor 
Department. 

Instead, the President abolished the Agricultural Division of the 
National Defense Advisory Commission in May, 1941, and transferred 
its function to an Office of Agricultural Defense Relations which was 
placed, at the President’s request, in the immediate office of the 
Secretary of Agriculture. The President described the wartime job 
of the USDA as follows: “first, the guarantee of an adequate supply 
of food for the needs of this nation and supplemental needs of those 
nations whose defense is essential to this country, and, second, the 
provision of sufficient agricultural raw materials for expanded defense 
production”.* The President’s letter stated that’OADR should be 
considered “‘an integral part of the emergency defense organization” 
and outlined broad functions which would have OADR an over-all 
defense organization for the Department of Agriculture. In practice, 
however, OADR was confined to liaison with WPB and OPA on 
priority and price problems. 

The food production function emphasized by the President fitted 
easily into the Department’s peacetime activities. or more than 50 
years, improvement of agricultural production had been a major 
objective of the Department and since 1933, the Department had 
engaged actively in planning and controlling the kinds and amounts 
of farm produce and in helping the farmer market his crops. On 
December 11, 1941, the Secretary announced a broad reorganization 
of the Department, under which the various agencies responsible for 
these activities were regrouped for the purpose of providing better 
coordination. He established the Agricultural Marketing Adminis- 


4 Office for Emergency Management. Handbook, 1942, pp. 66-67. Letter from President Roosevelt to 
Secretary Wickard, May 1941, establishing the Office for Agricultural War Relations. 
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tration and Agricultural Conservation and Adjustment Administra- 
tion. He authorized county defense boards composed of representa- 
tives from all Federal agricultural agencies within a county. The 
county representative of the Agricultural Adjustment Administration 
served as chairman. The boards, which later became known as war 
boards, had as a principal objective the coordination of agricultural 
defense activities at the county level. They were not notably suc- 
cessful in achieving coordination, largely because the chairman of the 
boards had no authority over the representatives of the constituent 
agencies. 

There was no serious disagreement between Agriculture and OPA 
until after the declarations of war. The Secretary of Agriculture’s 
membership on the Price Administration Committee of the Office 
of Price Administration and Civilian Supply gave him an opportunity 
to consult with and advise the Price Administrator on agricultural 
price policy.’ Meanwhile, the Price Administrator had adopted the 
policy of changing price schedules where such changes were necessary 
to expedite the flow of any material,’ and had stated, on April 30, 
1941, “I will recognize what the Congress and the present Administra- 
tion have always recognized and written into law—namely, that the 
prices of many farm products in the past years have been too low to 
provide the farmer with a decent wage for his labor’’.’7 Within this 
policy framework the Department of Agriculture and the Office 
of Price Administration and Civilian Supply collaborated actively in 
curtailing speculative sales of sugar futures and in dealing with price 
rises and emerging shortages of cotton textiles. 

After establishment of the War Production Board on January 16, 
1942, responsibility for management of the food supply was distributed 
among several war agencies whose authority limited that of the 
Department of Agriculture. The Department was active in planning 
the general outlines of farm production and the use of agricultural 
resources. Facilities of the Commodity Credit Corporation and the 
Agricultural Marketing Administration, which had been developed for 
the procurement and distribution of surplus agricultural commodities, 
were used in purchasing for Lend-Lease. Under the Emergency Price 
Control Act of 1942, the Secretary of Agriculture shared with the 
Price Administrator responsibility for the issuance of maximum price 
regulations affecting agricultural commodities. Food functions of the 
War Production Board were exercised through several industry 
branches of the Materials and Industry Operation Division and through 
the Requirements Committee. The most important of these activities 


5 Executive Order No. 8734, Apr. 11, 1941, 6 Federal Register 1917. 


6 Office of Price Administration and Civilian Supply. Minutes of Price Administration Committee, 
June 11, 1941. 


’ Leon Henderson to Representative Cannon, Apr. 30, 1941. OEM Press Release PM345, May 1, 1941. 
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were formulation of estimates of food and fiber requirements for 
industrial purposes; control of the amount of industrial capacity, raw 
materials, and labor used in the manufacture of farm machinery 
and food-processing equipment; and assignment of shipping space for 
importation of agricultural products in critically short supply. The 
- Office of Price Administration was responsible for preventing infla- 
tionary price rises in agricultural products and for rationing scarce food 
supplies when directed to do so by the Chairman of the War Produc- 
tion Board. Agencies concerned with foreign relations, such as the 
Department of State, the Board of Economic Warfare, and the 
_ Lend-Lease Administration, were interested in procuring foreign 
supplies and in shipping food to the Allies and friendly neutrals. 
Farm labor eligible for military service was controlled by the Selective 
Service System. 

This distribution of authority did not give any single agency 
clear-cut authority to plan for future emergencies but it seemed to 
be reasonably adequate as long as there was an abundance of food. 
As supply diminished, however, officials began to think of a greater 
concentration of authority. Acting under instructions of Mr. Harry 
Hopkins, early in 1942, representatives of the Bureau of the Budget 
and the Departments of Agriculture and Justice drafted an Executive 
order centralizing food management powers in the Department. 
of Agriculture. The impetus for this particular proposal had come 
largely from persons interested in more effective arrangements for 
handling lend-lease purchases. Documents accompanying the draft 
order stated that the Department had established ‘‘working relations 
with existing food procurement agencies of friendly nations” and 
that it was desirable for this Government to have a single agency with 
which foreign missions could work. Action on the proposal was 
delayed pending study of the general organization of our foreign 
economic activities. 

A few weeks later this issue—the way in which management of 
domestic food supply should be related to foreign trade in food—came 
up in a proposal for alleviation of a critical shortage of fats and oils. 
The Chairman of the War Production Board recommended that the 
Department of Agriculture take over the job of ascertaining the avail- 
able supplies of fats and oils; of determining minimum requirements 
for industrial and consumer uses; and of devising a program to reduce 
consumption and to distribute available supplies among the most 
essential users. The Secretary of Agriculture was unwilling to 
undertake this responsibility ‘unless there is control of foreign 
purchases in the same agency which has responsibility for domestic 
production.” He pointed out that imports of fats and oils became 
a part of our total supply and that purchases abroad should be 
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“synchronized with foreign purchases of the British.’ The issue, 
according to the Secretary, was not “one of being able to work satis- 
factorily with the Board of Economic Warfare or with any other 
agency. It is simply a matter of centralizing and consolidating 
responsibility in the interest of speedy and effective action.” a 

Complete authority for food management could not be concentrated 
in a single agency because solutions devised for food problems would 
have a profound effect on matters equally vital to successful prosecu- 
tion of the war which could not be handled effectively by a food 
agency. Thus, “speedy action” could not be taken on fats and oils 
without reference to industrial and military requirements for glycerin, 
a byproduct of soap. Some of the factors which had to be considered 
in estimating total food requirements were: (1) size of the Army and 
Navy and the disposition of military forces; (2) time schedules for 
the invasion and occupation of enemy-held territory; (3) migration 
of the civilian population and increased employment in physically 
exacting jobs in heavy industry; (4) production schedules for indus- 
trial alcohol, synthetic rubber, and explosives; and (5) allotments to 
be made to the civilian populace. Estimates of supply had to take into 
account availability of foreign products as well as various factors 
affecting domestic production. In carrying out a food-production 
program, it was necessary to determine which commodities were most 
essential to conduct of the war; to persuade millions of farmers to 
plant essential war crops and to take risks involved in shifting to new 
crops; to balance the need for imported foodstuffs against require- 
ments for manganese and chrome and to assign shipping space accord- 
ingly; to divide the Nation’s labor force among farms, factories, and 
the military services; to decide whether plants should continue to 
make farm machinery and food processing equipment or convert to 
production of tanks and guns; and to decide whether chemicals should 
be used to manufacture antityphus and antimalaria insecticides or 
refrigerants for food storage facilities, In controlling food distribution 
provision had to be made for equalizing supplies between the country’s 
producing and consuming areas; procuring food for military services 
without disruption of local markets and in accordance with seasonal 
fluctuations of supply; and for moving raw foodstufls to processors 
so that luxury commodities were not produced at the expense of 
necessities or supplies of processed foods were not taken out of the 
ordinary trade channels. 

Detailed decisions on all such matters had a common objective: 
mobilization of the Nation’s resources so that the greatest and swiftest 
possible destruction could be brought down upon our enemies. This 
objective required the daily adjustment and fitting together of essen- 
tial interests and activities of the Joint Chiefs of Staff, the War, Navy, 
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State, and Agricultural Departments, the War Production Board, 
Office of Price Administration, and other war agencies. Consolidation 
of authority over food, transportation, or manpower could eliminate 
some problems but, at the same time, it would create many others. 
There was no escape from the problem of adjustment among war 
agencies. If the Department of Agriculture were given responsi- 
bility over foreign trade in food, as suggested by the Secretary, its 
decisions and actions would have to be related to work of the military, 
diplomatic, and economic missions abroad—and to the work of agen- 
cies responsible for fuel, rubber, minerals, and so forth if the suggestion 
were extended to other commodities. At the time the Department 
sought control over foreign purchases of food, an effort was being 
made to “centralize and consolidate” authority over foreign economic 
affairs. ‘The conflicting plans of organization were essentially irrecon- 
—cilable. This did not mean, however, that administrative arrange- 
ments for food management could not be clarified and strengthened. 
The next step in the development of the war food organization was 
the establishment on June 4, 1942, of the Food Requirements Com- 
mittee reporting to the Chairman of the War Production Board.’ 
The Committee was headed by the Secretary of Agriculture and com- 
prised representatives of the War, State, and Navy Departments, the 
Office of Price Administration, the Board of Economic Warfare, the 
Office of Lend-Lease Administration, and three WPB representatives. 
Under the general direction of the Chairman of the War Production 
Board, the Chairman of the Food Requirements Committee was 
authorized to determine the total food needs and the amount required 
to balance supply and need, and to divide food supplies among the 
several users—Army, Navy, foreign nations, civilians, and Govern- 
ment agencies. The WPB Requirements Committee retained its 
authority over supplies and equipment needed in the production of 
food, with the Chairman of the Food Requirements Committee sup- 
plying information and advice on amounts required to carry out the 
food-production program. If the Chairman of the Food Require- 
ments Committee disagreed with the Chairman of the WPB Require- 
ments Committee over division of agricultural products between food 
and industrial uses, the Chairman of the War Production Board 
decided the issue. 

Food-production plans were formulated by the Food Requirements 
Committee and were carried out by the Department of Agriculture 
and War Production Board. The Department was responsible gen- 
erally for growing food, adjusting domestic agricultural production, 
importing foodstuffs, and formulating food-conservation programs. 


8 WPB Press Release 1295, June 5, 1942, 
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The War Production Board Food Division was responsible for 
directing the processing of raw foodstuffs—for example, the manu- 
facture of candy, soft drinks, and bakery products. Processing of 
nonfoods derived from agricultural materials, such as soap and cloth- 
ing, was under the direction of the WPB Materials Division. The 
Office of Civilian Requirements had a staff working on civilian re- 
quirements for various kinds of food. Each agency was responsible 
for controlling distribution of the commodities within its jurisdiction. 
The Office of Price Administration, however, was designated the 
agency which, subject to the directives of the War Production Board, 
would be in charge of consumer rationing. 

The Food Requirements Committee, however, did not prove to be 
an effective administrative device. At the outset there was a prob- 
lem of making the new committee a part of the WPB organization. 
The personnel of the WPB was drawn largely from industry, and its 
attention and major interest were industrial production rather than 
food supply and management. At times, internal conflicts and con- 
fusion incident to rapid expansion of the agency made it difficult to 
obtain decisions within the War Production Board. For example, 
action on the fats and oils problem (which in considerable measure had 
been the immediate impetus for the setting up of the Food Require- 
ments Committee) was delayed for months while questions of juris- 
diction, the necessity for action, and the kind of action to be taken 
were thrashed out within the Food Requirements Committee, the 
Requirements Committee, the food branches, and the Civilian Supply 
Division. The Requirements Committee tended to schedule in great 
detail the material and equipment needed for the food production 
program. Under this practice matters such as steel for milk cans 
and farm fencing were the subject of lengthy negotiations within the 
War Production Board. Although some of these delays were due to 
the primitive production scheduling techniques in use at the time, 
they imposed an additional burden on the Food Requirements Com- 
mittee which probably would have failed under the most favorable 
circumstances. 

These difficulties (which were less serious than might have been 
expected in a new agency with a job of such magnitude) were matched 
by weaknesses within the Food Requirements Committee structure. 
The Chairman of the Committee was responsible to the Chairman of 
the War Production Board but, as Secretary of Agriculture he directed 
a department which, by reason of its standing with farmers, was a 
strong candidate for the food administration job. The Chairman of 
the Committee designated the Office of Agricultural War Relations 
as staff to the Food Requirements Committee. This group consisted 
of top-policy assistants to the Secretary who, aside from their work 
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with the Food Requirements Committee, were primarily concerned 
with the programs and operations of the Department of Agriculture. 
Partially as a result of this double demand on the time of the staff, 
the Food Requirements Committee was slow in estimating total food 
requirements and in laying out a 1943 production plan. Meanwhile, 
~ requirements for particular commodities were considered in the ab- 
sence of any plan for total requirements; the Department of Agri- 
culture continued its work in supply and requirements planning and 
there seemed to be no systematic effort to fit the two activities 
together. 

Weaknesses in the Food Requirement’s Committee were apparent 
in its method of handling emerging meat shortages. Although the 
Committee’s responsibility was supply and distribution, the OPA 
representative was an employee of the price department and, because 
in part of the loose internal organization of the OPA, was not able to 
speak with authority about rationing matters. In July, the Chairman 
of the Food Requirements Committee stated that general supplies of 
meat were adequate but that the OPA should be in a position to begin 
rationing in approximately 1 year. In September he recommended 
that OPA begin rationing as quickly as possible; late in October the 
Food Requirements Committee announced that meat would be ra- 
tioned in December. Technical difficulties, such as the printing and 
distribution of approximately 130 million ration books, made it im- 
possible to start rationing on the announced date and an interim 
“voluntary rationing” plan had to be devised. Part of the difficulty 
was undoubtedly due to faulty statistics on meat supply. But more 
effective cooperation between the Food Requirements Committee and 
OPA rationing officials would have simplified the problem of stretch- 
ing limited supplies until rationing could be started on March 29, 
1943. 

Difficulties in pricing food commodities, which also involved the 
relations of the Department of Agriculture and the Office of Price 
Administration, became acute in the summer of 1942. Questions such 
as the levels at which maximum prices should be fixed, the coverage 
of the commodities to be controlled, farmer liability under penalty 
provisions of price regulations, and relations between OPA food price 
ceilings and Department of Agriculture crop loans and price support 
payments programs arose continuously between the two agencies. 
The Food Requirements Committee had no authority in food price 
matters and in the absence of some central point where decisions 
could be made, these interagency problems were the subject of lengthy 
negotiations between the agencies involved. The rather loose internal 
organization which characterized both the Department of Agriculture 
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and the Office of Price Administration frequently prolonged these 
discussions by making it difficult to obtain clear-cut statements 
of agency points of view. 

This particular deficiency—lack of a device for reconciling dis- 
agreements of food price policy—was dealt with in the Stabilization 
Order of October 3, 1942, by giving the Economic Stabilization Diree- 
tor authority to settle differences between the Department of Agri- 
culture and the Office of Price Administration.” With the establish- 
ment of OES, important segments of the food management function 


were dispersed among the War Production Board, the Department 


of Agriculture, the Office of Economic Stabilization, and the Office of 
Price Administration. Under these arrangements differences between 
the Price Administrator and the Secretary of Agriculture were referred 
to the Chairman of the War Production Board if they involved supply 

~ or distribution policies, but to the Director of Economic Stabilization 
if they involved the pricing of agricultural commodities. The pull and 
tug which these arrangements permitted and the shortening of food 
supplies called for additional action. 

The War Production Board, supported by representatives of the 
food distribution trade, sought to consolidate and strengthen its food 
functions. On October 24, the Chairman recommended the establish- 
ment within the WPB of a Food Director with powers comparable to 
those of the Rubber Director. The statutory powers of the Depart- 
ment of Agriculture and of the Office of Price Administration would 
not have been affected by Nelson’s proposal but “central direction 
and coordination” would have been given to the food program ‘in 
all of its phases.” ‘‘Without such central direction,” Nelson wrote, 
“there is sure to be lost motion and disastrous delay in solving this 
vital problem.” 

The Secretary of Agriculture opposed establishment of a Food 
Administrator as suggested by Chairman Nelson of the War Produc- 
tion Board. A WPB Food Administrator “could not possibly co- 
ordinate the food programs of the United States and the United 
Nations.” The Secretary noted that his positions as cochairman of the 
Combined Food Board and chairman of the WPB Food Requirements 
Committee provided “a focal point at which to deal with the problems 
of supply, production, exchange, and shipping of food” and that 
a Food Administrator had “already been set up through the establish- 
ment of the Food Requirements Committee.” The food situation 
could be handled satisfactorily without formation of “another large 
administration which would duplicate and conflict with agencies 

10 Executive Order No. 9250, Oct. 3, 1942, 7 Federal Register 7871. The relevant language follows: “Sub- 
ject to the directives on policy of the Director, the price of agricultural commodities shall be established or 


maintained or adjusted jointly by the Secretary of Agriculture and the Price Administrator; and any dis- 
agreement between them shall be resolved by the Director.” ; 
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already in existence.” As an alternative, Mr. Wickard proposed to 
strengthen the Food Requirements Committee by giving it authority 
to see that its decisions were carried out; and to transfer from the 
War Production Board to the Department of Agriculture “power 
to issue orders for the allocation, reservation, and rationing of food” 
and power “‘to decide the agency that will administer an allocation or 
reservation order.” Authority to “fix prices and do all consumer 
rationing’ would be retained by the Office of Price Administration. 

The proposals of Nelson and Wickard did not provide a clear-cut 
basis for action. Appointment of a Food Director within the War 
Production Board would have been consistent with WPB’s role as 
mobilizer of the Nation’s economic resources and made possible better 
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cooperation among WPB units interested in various aspects of agri- 
cultural production. As long as the Department of Agriculture and 
the Office of Price Administration by statutory authorization con- 
trolled important segments of food programs, however, it was not 
likely that a WPB Food Director could give unified direction to 
the food program “‘in all of its phases.” The Wickard proposal for 
“strengthening” the WPB Food Requirements Committee at first 
glance seemed to retain the concept of the War Production Board as 
the economic mobilization agency. But transfer of food allocation 
authority to the Department of Agriculture, as suggested by the 
Secretary, actually would have deprived the War Production Board 
of control over food. Authority to carry out WPB decisions, made 
by the Food Requirements Committee, would have been in the hands 
of another agency—the Department of Agriculture. Since Wickard 
served as Chairman of the Food Requirements Committee and as 
Secretary of Agriculture, decisions relating to farm production 
presumably could be executed without such a transfer. Decisions on 
processing and distribution matters probably could have been carried 
out satisfactorily by WPB. Although the Department of Agriculture 
unquestionably had the support of farmers and farm organizations, it 
had not established effective relations with food processors and 
distributors. 

A variety of influential organizations and persons favored the 
transfer of food management responsibility to the Department of 
Agriculture. The President of the American Federation of Labor 
supported the Secretary of Agriculture for the post of Food Adminis- 
trator in testimony before a Congressional committee and a similar 
recommendation was sent to the White House by the Congress of 
Industrial Organizations, and the Railway Brotherhoods. The 
National Farmers Union and former President Herbert Hoover were 
also on record in favor of centralizing wartime food responsibilities 
under the Secretary of Agriculture. Other organizations, such as the 
National Association of Manufacturers, the National Council of 
Farmer Cooperatives, the National Grange, and the American Farm 
Bureau Federation also urged the establishment of a strong food 
administration, located within either the Department of Agriculture 
or the Office of Economic Stabilization." Of the three major alterna- 
tives—the Department of Agriculture, the War Production Board, and 
the Office of Economic Stabilization—the President selected the 
Department of Agriculture and issued the Food Order of December 5. 


Secretary Wickard also suggested the transfer of the Food Requirements Committee from the War 
Production Board and its reestablishment by Executive order in the Office of Economic Stabilization, 
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The organization established under Executive Order No. 9280 was 
built around the four major jobs which the Secretary of Agriculture 
was directed to perform: (1) determination of the total national and 
_ foreign food requirements; (2) formulation and execution of a produc- 

tion program to supply food in quantities sufficient to meet total 
requirements; (3) establishment of allocation and priority cont¢ols 
to bring about proper distribution of available food supplies; and 
(4) procurement of food for the military services and other Government 
agencies. 

Within the Department of Agriculture operating agencies con- 
cerned primarily with production, such as the Farm Security Ad- 
ministration and the Agricultural Conservation and Adjustment 
Administration, were transferred to a new Food Production Adminis- 
tration. The Agricultural Marketing Administration and other 
agencies concerned primarily with distribution were transferred to a 
new Food Distribution Administration. Each of these administra- 
tions was directed and supervised by an Administrator appointed by 
the Secretary of Agriculture. Organizational arrangements were 
completed by the abolition of the Food Requirements Committee of 
the War Production Board, the appointment of a Food Advisory 
Committee to the Secretary which included representatives of the 
military services, State Department, Lend-Lease Administration, and 
the Board of Economic Warfare, and by transfer to Agriculture of 
War Production Board activities and personnel concerned with food. 

This food organization was essentially the Department of Agricul- 
ture, its components somewhat rearranged and its personnel aug- 
mented by specialists transferred from WPB. The Department of 
Agriculture provides the single example in World War II of an 
existing agency undertaking to plan and administer a major segment 
of the war economy. In other fields, new agencies were established 
to handle jobs which might have been given to such organizations as 
the Departments of State or Commerce, or the Interstate Commerce 
Commission. The experience of the food administrations thus is 
valuable in showing some of the uses and limitations of an ‘old line” 
department in war administration. 

During the first quarter of 1943, the general outline of war food 
policies was shaped. Some of the policies dealt with fundamental 
questions of long-run significance, such as the extent to which existing 
production, social, and economic patterns of American agriculture 
should be adjusted to war conditions. Other policies were concerned 
with more immediate problems: the rising demand for agricultural 
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commodities; the necessity for more equitable distribution of food; 
uncertainty that rich harvests made possible by unusually favorable 
weather in 1941 and 1942 would be repeated in 1943; and the availa- 
bility of processing and storage facilities. In dealing with these 
matters, the Department of Agriculture was called upon to develop 
new points of view and new conceptions of the “farm problem.” The 


new situation. 


Programming Agricultural Production 


The Department was only partially successful in getting farmers to 
produce essential foods in adequate amounts. Total food production 
established new records and production of crops such as peanuts and 
soybeans, rich sources of essential oils, likewise increased substan- 


tially. But throughout the war many farmers used imported fer- _ 


- balance of the chapter describes the Department’s response to this. — 


tilizer, labor deferred from military service, and fertile land to grow | 


short-staple cotton, of which there was a surplus, watermelons and 
other low-priority crops. 

As we have seen, the War Production Board had to deal with one: 
difficulty after another in bringing into balance its various production 
programs for raw materials, components, and end products. The 
scheduling of agricultural production was a much more complex job, 
because of a number of factors which the Department of Agriculture 
could not easily control. First, several million small producers, many 
of them operating family-type farms, comprised the “manufacturing 
plant.” The “little fellows’ of industry, it will be recalled, were not 
drawn into war production with notable success, even with special 
measures such as subcontracting drives and the Smaller War Plants. 
Corporation, etc. Second, these millions of farmers were accustomed 
to certain crops and had learned the most satisfactory way of growing” 
them and of minimizing dangers of loss. They were reluctant to: 
plant new crops unless convinced that the Government really wanted 
them and was willing to help out by supplying necessary machinery 
and by underwriting a substantial part of the risk. In this attitude 
the farmers did not differ from the manufacturers who insisted on 
cost-plus contracts and priority assistance in obtaining machinery andi 
raw materials. Third, traditional production patterns were reflected 
in “parity” legislation passed since 1933 and designed to bolster the 
prices of basic crops such as cotton, corn, wheat, rice, and tobacco. 
Fourth, officials of the Department of Agriculture who had helped 
formulate parity legislation and were responsible for its administration: 
were accustomed to work within the parity framework. They were 
slow to see that 1933 techniques, developed to deal with surpluses and 
low prices, were not relevant in a war economy of scarcity and high: 
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prices. Finally, the parity structure was guarded jealously by 
potent farm-pressure groups and by a bloc of Congressmen whose 
Democratic leaders, by reason of seniority, were chairmen of powerful 
House and Senate Committees. 


All of these factors conditioned the process of scheduling food 


_ production, the first step of which involved the determination of 


over-all requirements. 
Requirements 
Section 1—a of the December order directed the Secretary of Agri- 


culture to ascertain ‘‘the military, other governmental, civilian, and 


foreign requirements for food, both for human and animal consumption 
and for industrial uses.” The organization for, and procedure to 
be followed in, the determination of requirements were outlined by 
the Secretary on January 26, 1943. Requirements for all claimants 
were assembled and adjusted by the Director of Food Distribution 
and reviewed by the Secretary of Agriculture and the Food Advisory 
Committee. Foreign governments purchasing through lend-lease 
arrangements submitted their estimates directly to the Food Distribu- 
tion Administration; the Department of State and the Board of 
Economic Warfare acted as claimants for foreign governments buying 
on their own account, and as a general practice other users submitted 
their estimates directly to FDA. The Combined Food Board, estab- 
lished in June 1942 and consisting of representatives of the United 
States and the United Kingdom, provided information on world supply 
and advised on allocations of particular commodities. Preliminary 
adjustments were worked out by the Requirements and Allocations 
Branch of the FDA in collaboration with the Production Programs 
Branch of the Food Production Administration, with final review by 
the Food Advisory Committee established by the Executive order.” 
In practice these arrangements did not produce realistic estimates 
of food requirements, especially of military requirements. 

The determination of military food requirements involved new 
problems. There was little experience to point the way to realistic 
supply planning for a military force of more than 10 million men 
which was expected to fight all over the world. In practice, the first 
step toward estimates of total requirements was to plan basic menus in 
collaboration with the country’s best food specialists. Menus had to 
be devised which would maintain the energy and stamina of men 
convoying in the North Atlantic, engaging the Japanese in the South 
Pacific, and fighting Nazis in the North African desert and on the 
continent of Europe. Factors such as seasonal fluctuations in supply, 


19 Department of Agriculture, Office of the Secretary, Memorandum No. 1068, Jan, 26, 1943, 
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availability of shipping, refrigeration and storage space, and the food 
preferences of soldiers and sailors also were important. 

The second step in estimating military food requirements was to 
obtain reasonably accurate statements of total strength, and, espe- 
cially for the Army, some indication of the distribution of personnel 
among the several theatres of operations. This information was 
vital to requirements planning but frequently was not available to 
the requirements staff. Decisions on the grand strategy of the war 
were made by the heads of State and the Joint Chiefs of Staff at levels 
far removed from the persons responsible for estimating food require- 
ments. Accurate planned manpower figures for the Army were not 
regularly available for food requirements purposes, because of the 
partial failure of Services of Supply to distribute manpower figures to 
authorized persons. Variation in daily camp strength contributed 
to wastage of substantial quantities of food, particularly in the first 
years of the war. 

Navy estimates of requirements were based primarily on past 
(largely peacetime) experience and on “planned average personnel.” 
Wartime changes, such as food lost with ship sinkings, transfers 
of food in combat areas to ships of our Allies, and the feeding of Army 
personnel from Navy stocks and Navy personnel from Army stocks 
contributed to the inaccuracy of Navy food requirements figures. 

In practice, the procurement device known as the “set-aside 
order” tended to exaggerate the size of military food requirements. 
Set-aside orders required the processor to set aside a stated per- 
centage of his output for Government purchase, to insure that the 
military would be able to buy the food it needed. Such orders 
generally were prepared before total production figures were known, 
and it was thought necessary to add a generous “safety factor’’ to the 
estimate of requirements. As a result, the military requirements 
which the set-aside percentages represented tended to be liberal when, 
as in 1941 and 1942, crop yields met or exceeded production goals. 
War Production Board Order M-86 was an example of requirements 
estimates inflated through the set-aside order device: several million 
cases of the 1942 pack of vegetables, fruit, and milk later were turned 
back to civilian account. 

In addition to these technical problems, the Department of Agri- 
culture, a civilian agency, was not in a position to question military 
estimates of the food required by the broad strategy for the conduct 
of the war. Particularly with food relatively abundant, as it was in 
January 1943, it was difficult to reduce the requests of the Army and 
S avy. The Secretary of Agriculture spoke for the people in saying 

our first obligation is to our own fighting forces.” 8 
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Foreign requirements were determined in large measure by military 
and diplomatic considerations of the highest order. Conversations 
between President Roosevelt, Prime Minister Churchill, and Marshal 
Stalin resulted in long-run commitments which gave an air of inviola- 
bility to the requests of Russia and Great Britain but which were not 
useful in determining the accuracy of specific estimates. Instead, ~ 
the quantities of food shipped to these countries were determined 
principally by the availability of merchant and escort vessels. Esti- 
mates of foreign food requirements were based only partially on 
_ nutritional needs. Major consideration was given to the availability 
of shipping which in turn varied with the rate at which Liberty ships 
left the ways, the length of convoy routes, and the effectiveness of 
antisubmarine measures. Early in 1943, the principal foreign-re- 
quirements problem was to obtain definite statements of Russian 
requirements, consolidate them with the requests of other Allies, and 
balance the total program against the available food supply and 
shipping space. 

Formulation of relief requirements for liberated countries involved 
organizational and administrative considerations as well as the 
availability of shipping. The secret of the North African invasion 
was so well kept that responsible civilian agencies were unable to 
plan necessary relief operations. On December 4, 1942, the President 
established within the Department of State the Office of Foreign 
Relief and Rehabilitation Operations and appointed Governor 
Herbert Lehman as Director. Following the establishment of 
OFRRO there were, in addition to the Army and the Red Cross, 
three agencies actively interested in the food program for North 
Africa—State, Lend-Lease, and the Board of Economic Warfare. 
None had been made responsible for planning the food requirements 
and appearing as claimant before the Department of Agriculture. 

The North African Economic Board, established in a preliminary 
attempt to integrate the various foreign missions operating in Africa, 
was also outside the requirements-allocation process. Requirements 
submitted by the Board were treated as a matter for procurement 
rather than for review, possible reduction, and incorporation in the 
requirements estimates. The North African Economic Board re- 
quests, however, were not a part of the program of any recognized 
claimant agency, and, for a time, they were handled as “unallocated 
emergencies” and charged against contingency reserves. Similarly, 
requests from OFRRO for a monthly allocation of 10 billion pounds 
of cheese and for large quantities of fats and oils were accepted with 
the understanding that compensating adjustments would be made in 
the requirements of other foreign countries, principally Great Britain. 


14 State Department, Departmental Order No. 1114, Dee. 4, 1942. 
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Estimates of civilian food needs were prepared and justiefid by 
Civilian Food Requirements Branch of the Food Distribution Adminis- 
tration. Planning of civilian food needs had to take into account the 
fact that no single item of food is indispensable and no particular 
quantity is a minimum requirement, provided other foods are avail- 


able. Sectional and cultural variations in eating habits and individual 


likes and dislikes were limiting factors altering patterns of civilian 
consumption. Had it been possible to develop a minimum diet for 
civilians, to prescribe standard menus, and to estimate civilian require- 
ments on the basis of per capita allowances, the problem of arranging 
the distributive system so as to provide each individual with necessary 
food would have remained. Consumer rationing would reserve for 
each person his share of rationed foods, but devices such as community 
or plant feeding, school lunches, and a food-stamp plan would be 
needed if consumers in the lowest income groups were to get their 
allotted shares. 

In the formative stages of the requirements process, there was 
a tendency to view civilian requirements as the residuum that remained 
after more pressing needs had been met. The difficulty of obtaining 
precise statements of minimum civilian requirements, high production 
levels, and the more easily perceptible relation between victory and 
military and foreign requirements contributed to this attitude. 
Pressure to control rigorously military or foreign requirements was 
at a minimum so long as the civilian residuum was sufficient to 
maintain consumption at or above prewar levels. In the absence of an 
articulate and effective consumer production organization the long- 
standing policy of the Department of Agriculture of increasing the 
amounts of farm products used by the ordinary consumer was perhaps 
the one factor which tended to give full expression to civilian require- 
ments. Sharp rises in purchasing power had eliminated the necessity 
for special measures to increase civilian consumption; but it was 
important to postwar agricultural prosperity that high-level consump- 
tion habits be established. 


Production Organization 


The second major responsibility delegated to the Secretary of 
Agriculture by Executive Order No. 9280 was to “formulate and 
carry out a program designed to furnish a supply of food adequate 
to meet such requirements, including the allocation of the agricultural 
productive resources of the Nation for this purpose.” Experience in 
production planning which the Department had acquired since 1933 
would be useful in its new undertaking; but the existing organization 
would be severely strained by the magnitude of the war food job 
Because of defects previously discussed, the requirements estimates 
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were not very useful in building up production goals. The individual 
farmer had to be brought into the production program so that he 
would produce the crops which were most needed and which, with his 
resources of land, labor, and machinery, he could produce most 
efficiently. In mobilizing the farmers, the Department met resistance 
(in some areas organized) to changes in customary farming methods 
and crop patterns. And it had to work through a cumbersome 
administrative structure of four field organizations (Extension Service, 
Agricultural Adjustment Agency, Farm Security Administration, and 
_ Soil Conservation Service) which diffused and made less effective its 
contacts with farm groups. 

The Executive order of December 5 attempted to deal in a broad 
way with the organizational problem by establishing a Food Produc- 
tion Administration, comprising the Agricultural Conservation and 
Adjustment Administration (except the Sugar Agency), the Farm 
‘Credit Administration, the Farm Security Administration, and parts 
of the Bureau of Agricultural Economics, the Office of Agricultural 
War Relations, and the food production activities of the War Produc- 
tion Board.“ Mr. H. W. Parisius was appointed Director of Food 
Production with the job of devising an organization scheme which 
would “consolidate or integrate’ and mobilize under single direction, 
the various departmental activities concerned primarily with produc- 
tion." 

The principal agencies involved were the Agricultural Adjustment 
Agency, the Farm Credit Administration, the Soil Conservation 
Service and the Farm Security Administration. The Agricultural 
Adjustment Agency had, under the Soil Conservation and Domstice 
Allotment Act, general responsibility for promoting soil conservation 
practices, adjusting crop acreages, and for improving the economic 
position of the farmer through commodity loans and various types 
of subsidy payments. It had an organization which extended from 
Washington to the individual farmer and employed on a part-time 
basis approximately 100,000 farmers in addition to a staff of full-time 
Federal employees. The Farm Credit Administration made loans 
to farmers, ranchers, and farmer cooperatives, and conducted its 
business on sound banking principles which required suitable security 
as a prerequisite for a loan. The Soil Conservation Service tried to 
get farmers to use methods which would reduce soil erosion. The 
Farm Security Administration had a field organization with some 

16 Executive Order No. 9280, Dec. 5, 1942, 7 Federal Register 10179. The WPB personnel concerned pri- 
‘marily with food production matters as determined by the Director of the Bureau of the Budget, Jan. 8, 


1943, and by Memorandum No. 1054, Supplement No. 1, Jan. 16, 1943, were transferred to Food Production 
Administration and those concerned with distribution were transferred to Food Distribution Administra- 


tion. 
i¢ Department of Agriculture, Office of the Secretary, Memorandum No. 1054, Dec. 10, 1942. 
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2,700 field offices, and a staff of 11,000. It was set up to assist low 
income rural families to become self-supporting, and to finance at 
nominal service charges the purchase of farms by farm tenants, 
share-croppers, and laborers. As successor to the Resettlement 
Administration, Farm Security was responsible for the management 
of Government-owned or sponsored resettlement projects, and it also 
provided transportation and shelter to migrant workers. In the main 
the supporters of the Agricultural Adjustment Agency and the Farm 
Credit Administration were the larger, more successful farm operators; 
the Farm Security Administaration concentrated its efforts on small 
family-type farms which, with more efficient management, could 
contribute substantially to the food supply. 

Mr. Parisius’ effort to integrate the diverse interests and points 
of view of these agencies was abortive. First, he proposed to Secretary 
Wickard that the work of the Food Production Administration in 
Washington be grouped in two broad divisions concerned principally 
with production adjustment, credit, and farm labor. The field 
organizations of Farm Credit, Farm Security, Soil Conservation 
Service, and AAA also would be consolidated in a unified field organi- 
zation serving the entire Food Production Administration. Nine 
regions, following closely the Farm Security regional pattern, would 
be established, with actual operations conducted through State and 
county offices. To supervise this consolidated field organization, 
Mr. Parisius proposed the name of C. B. Baldwin, Administrator 
of Farm Security Administration. 

The Secretary apparently was not enthusiastic about this plan, 
especially the suggestion that Mr. Baldwin head the FPA field 
organization. He approved, however, the unification of the field organ- 
ization. Secretary Wickard later decided that a sweeping reorganiza- 
tion should be postponed until June 1, presumably until after the 
planting season. Meanwhile, personnel of the Agricultural Adjust- 
ment Agency became suspicious of the Parisius proposal, because 
of the suggested consolidation of the field staffs of AAA and Farm 
Security. 

Af ter Secretary Wickard’s decision not to push immedia tely a general 
reorganization of the food production agencies, Mr. Parisius recom 
mended consolidation of the Joan activities of Farm Security and 
Farm Credit. He hoped to facilitate this reorganization by appointing 
as chief of the Financing Branch a person from Farm Credit who 
would be acceptable to personnel of the Farm Security Administration. 

This proposal, which fell far short of any real unification of the 
Department S food production activities, met institutional resistances 
which were fortified by strong external economic interests. Under 
normal conditions approximately 40 percent of the farmers produce 
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85 to 90 percent of the volume and value of crops for commercial 
distribution and about 60 percent of the farmers produce only 10 to 
15 percent of the volume. The Farm Security Administration and its 
supporters urged that the main effort (supervision, manpower, credit, 
machinery, and fertilizer) be directed toward bringing these small 
farmers into production of food for market. Operators of large farms 
already were producing at near capacity and were facing a diminishing 
labor supply. Mr. Parisius had estimated that 1943 goals could 
be increased 20 percent by his program. The opponents of the plan 
argued that the maximum increase would be about 12 to 15 percent; 
_ that it would be limited to dairy products, meats, and vegetables; that 

feed shortages then appearing would make it impracticable to expand 
meat and dairy production. They concluded that the effort would not 
be worth while in view of the small amount of produce that would 
result. After rejection of his second proposal, Mr. Parisius resigned 
as Director of the Food Production Administration 5 weeks after his 
appointment. Subsequently the Secretary appointed M. Clifford 
Townsend, former Governor of Indiana, and, at the time of his 
appointment, Administrator of AAA, to the Food Production job. 
A. G. Black, Governor of the Farm Credit Administration, was 
designated to serve also as “Associate Director of Food Production in 
Charge of Production Loans,” with the loan activities of the Farm 
Security Administration remaining under the contro] of the Adminis- 
trator of FSA. 

To help farmers for whom ordinary credit facilities were not avail- 
able, the Farm Credit Administration later revived the Regional 
Agricultural Credit Corporation, established in 1933 but, in 1943, 
in the last stages of liquidation. Through this agency a farmercould 
obtaia a loan or an advance on his crop with the approval of the chair- 
man of his county war board and the county loan representative of 
the Farm Credit Administration. Such loans were available for the 
purchase of needed equipment or to finance the production of an 
essential war crop and did not have to be repaid in the event of a crop 
failure. This was undoubtedly a step in the direction of bringing 
the small farmer into production of crops for the market, as proposed 
by Parisius, but it was not part of a coordinated drive. 

The controversy over the mobilization of small farmers behind war 
food programs had repercussions outside the Department of Agricul- 
ture. Parisius’ plan of using the Farm Security Administration staff” 
accustomed to working with small farmers as a nucleus for a unified 
field organization was contrary to the American Farm Bureau Federa- 
tion’s views about how the Department’s field activities should be 
organized. Beginning in 1940, Farm Bureau leaders had urged Con- 
gress to coordinate field activities of the various Agriculture agencies 
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through State and county Extension Service offices. Departmental’ 
officials were lukewarm toward this proposal, principally because it 
would have transferred administration of Federal programs to Exten- 
sion personnel primarily responsible to State institutions. 

The Farm Bureau did not like the idea of consolidating depart- 
mental field activities on a regional office pattern such as Farm 
Security’s, since this would have eliminated the strongest argument 
(operation of several loosely coordinated agencies within the same: 
area and in some cases on the same farm) for their State-county 
extension. There was also objection to FSA programs designed to: 
help the small farmers and farm laborers improve their economic 
position. These attitudes provided an interesting contrast to those- 
of pressure groups which pushed for subcontracting to small business. 

A substantial group in Congress was in favor of curtailing rather 
than expanding Farm Security activities. Consideration of Agricul- 
ture’s 1944 appropriation, pending in February 1943, was the occasion 
of an almost successful Congressional drive to abolish FSA and divide 
its functions between the Extension Service and the Farm Credit 
Administration.” 

The Secretary’s uncertainty about the merger of Farm Security, 
Soil Conservation, Farm Credit, and AAA field forces and pressures. 
from Congress and the Farm Bureau help to explain why the Depart- 
ment in the spring of 1943 fumbled the opportunity to organize itself 
more effectively for work with farmers. Whatever the merits of the: 
Parisius proposals, the objective was sound and with his resignation, 
the Department apparently decided to go through the war with a 
minimum of change in its field organizations. Food programs had 
to be carried to the farmer through several field organizations whose 
personnel were not accustomed to working closely together and who: 
in some cases were not so disposed. This proved to be a major 
handicap to effective operation in the food field. 


Production Management 


The first step in production management was the conversion of. 
requirements figures into production goals for each important farm 
product. If we could obtain, for example, reliable estimates of how 
much meat, dairy products, and vegetables would be required to meet 
domestic civilian, military, and lend-lease needs, we could determine 


how many head of cattle should be marketed, whether dairy herds. 


should be increased or reduced, how much livestock would be needed,,. 


17U, 8. Congress. House. Committee on Appropriations. Agriculture Department Appropriation. 


Bill for 1944, Hearings .. . 78th Cong., Ist sess.; and U. 8. Congress. House. Select Committee to» 


Investigate Activities of the Farm Security Administration . . . pursuant to H. Res. 119. Hearings . . 
78th Oong., Ist sess. 
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the acreage of vegetables to be planted, and so on. As pointed out 
elsewhere, estimates of requirements were not accurate enough to be 
of much assistance in managing food supplies. This deficiency, how- 
ever, was only one of several factors which impaired production 
planning. ; 

Production goals were an outgrowth of “outlook” statements which 
the Department had issued for many years, containing estimates of 
“expected” production and probable prices for each important 
agricultural commodity. In the fall of 1941 the Department estab- 
lished an Inter-Bureau Production Goals Committee with commodity 
_ subcommittees to prepare systematic estimates of probable produc- 
tion and to recommend production adjustments in light of future 
needs. In the summer of 1942 the function was transferred to the 
Office of Agricultural War Relations and, after the December food 
order, to the Production Programs Branch of the Food Production 
Administration.'® 

The close relationship between the production planning and require- 
ments functions led, in March 1943, to the establishment of a joint 
requirements and production planning staff. Associated with this 
staff were a number of commodity committees, established to consider 
questions of supply and production feasibility and to prepare national 
“production goals.” After the national goals were set, the Production 
Programs Branch fixed State goals, ‘based on historical sources 
of food and known acreage.’’ State goals were broken into county 
goals by State AAA committees and the State war boards. Under 
these arrangements great weight was given to established patterns 
of production. Goals tended to be fixed at levels which fitted easily 
into farmers’ attitudes, plans, and habits. Proposed goals were 
reviewed by representatives of the principal agencies of the Depart- 
ment, who were sensitive to changes in agency programs which the. 
goals might require. Rather than risk increases which might glut 
the market and reduce farmers’ income commodity specialists tended 
to take a conservative view of consumer demand and to favor stabiliza- 
tion of production at levels which would support favorable prices. 
As a consequence of such factors, announced goals did not always 
indicate that a maximum of vigor and imagination had guided their 
formation. Representatives of the Commodity Credit Corporation 
might reasonably be conservative in reviewing recommendations for 
ereatly expanded production. If expected demand failed to materi- 
alize, the CCC would be called upon to buy up the surplus, and the 
huge prewar stocks, which it had been able to dispose of after the 
outbreak of war in Europe, was a sufficient reminder that the margin 
between a shortage and a surplus is sometimes narrow. Goals also 


18 Department of Agriculture, Food Production Memorandum No. 2, Jan. 22, 1943. 
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were affected by regional considerations. For example, representa- 
tives of the southern region of the Agricultural Adjustment Agency 
believed that southern farmers should be encouraged to increase milk 
production and that processing facilities should be expanded to handle 
the increase. Scarcity of labor and materials, and the fact that the 
program would have built up resources for postwar competition with 
the middle western dairy region were factors in the rejection of the 
program. Considerable weight was also given to competition between 
States and between crops. 

The next step, after production goals had been fixed, was to get 
the desired acreage planted. When a county representative of AAA 
visited farmers to talk about plans for the coming year, he asked them 
to accept their proportionate share of the county goals. In this way 
national goals were translated into goals for the individual farm. 
Sometimes it was enough simply to tell the farmer how he could best 
help in the war. But if he was asked to shift to a new crop, he expected, 
and properly so, that the Government would assume some of the 
risk incurred by the shift. As an inducement the Department used 
commodity loans, price supports, direct Government purchases, and 
subsidies. This type of device was not developed especially for this 
purpose but was inherited from the depression years when the Govy- 
ernment began to push farm prices up toward the parity level. 

The purpose of parity price legislation, first enacted in 1933, was 
to improve the economic position of the American farmer. Following 
the collapse of farm values in the 1920’s, the objective of the Govern- 
ment and of farm-pressure organizations was to establish and maintain 
a balance between the price of farm produce and the price of goods 
and services which the farmer bought. By law, this “parity price” 
relationship is defined in terms of agricultural prices during a base 
period, 1910-14, and is tied to five so-called basic crops—corn, wheat, 
cotton, rice, and tobacco. Two things should be noted: First, price 
relationships which existed in 1910-14 have no necessary relation to 
the price structure needed in 1943 to bring out production for war. 
Second, the basic crops have strong political implications. To large 
sections of the country, prosperity means high prices for wheat, cotton, 
or tobacco. During a Democratic Administration, important com- 
mittee chairmanships are held, under the seniority rule, by Congress- 
men from the cotton belt, a one-party and a one-crop area. The 
“farm bloc,” comprising Democrats as well as Republicans, is parti- 
cularly anxious that no action be taken by the Government which 
will affect adversely the income of farmer constituents. For this 
reason, actions affecting basic crops are conditioned by political 
factors of a bipartisan character. 
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Programs to maintain parity prices are operated through the 
Commodity Credit Corporation. During the depression, Congress 
authorized CCC to loan money on crops or buy them in the open 
market when the prices fell below designated levels. Although the 
objective of the original legislation, passed in 1933, was “parity,” the 
Secretary of Agriculture was authorized to determine the rates at 
which loans would be made. In 1938, Congress stipulated a range 
of from 52 percent to 75 percent of parity for loan rates on corn, 
cotton, and wheat. Under the leadership of Senator Bankhead and 
other members of the farm bloc, acting with the full support of pres- 
sure organizations such as the American Farm Bureau Federation, 
Congress in May 1941 raised the minimum loan rates for basic com- 
modities to 85 percent of parity. A year later, in the Stabilization 
Act, passed at the request of the President to provide for more effec- 
tive control of farm prices by OPA, the loan rate was raised to 90, 
percent, with the proviso that 85 percent loans could be made if the 
higher figure would hamper livestock feeding. The effect of these 
congressional enactments was to guarantee successively higher prices 
for the so-called basic crops. 

The same development took place with respect to “nonbasic” 
crops, the price of which the Department of Agriculture was also 
authorized to support. In July 1941, by a provision known as the 
Stegall amendment, Congress directed the Secretary of Agriculture, 
for the period of the emergency and when he found it necessary to 
encourage expansion of production of any nonbasic commodity, to 
support its price “through commodity loan, purchase, or other 
operation” at not less than 85 percent of parity or comparable price. 
This provision was amended by the Stabilization Act of 1942, which 
reiterated the limitation that price supports could be used only when 
necessary to encourage expanded production and raised the rate from 
85 percent to 90 percent of parity. 

At first glance it might appear that this legislation gave the Depart- 
ment all necessary authority to induce farmers to grow the things 
needed in a war economy. Actually, parity legislation was an 
obstacle to effective food management which was not overcome 
during the war. It meant that prices of basic crops were maintained 
regardless of demand and that the relation between the prices of 
basic and nonbasic commodities was not governed by relative need 
for the commodities. For example, high loan rates on wheat in 
areas in which a substitute crop could be grown had the effect of 
keeping land in wheat when other crops were needed more than 
wheat. To get around this difficulty, the Department had to estab- 
lish unnecessarily high loan rates on the commodity for which in- 
creased production was desired. Similarly, price supports had to be. 
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‘set far above the 90 percent of parity minimum stipulated in the 
Stabilization Act simply because the 90 percent price was not high 
enough to get farmers to shift from cotton and other crops, the price 
-of which was also being maintained at 90 percent of parity by Govern- 
ment guarantee. ; 

The Department was reluctant to use fully its authority under the 
Stegall amendment, except where greatly expanded production was _ 
urgently needed. It felt that short of a clear and urgent need, 
«demand was so uncertain that it could not afford to commit the 
limited resources of the Commodity Credit Corporation to a price 
‘support program. 

These limitations led the Department to propose an ‘incentive 
payment” plan to supplement the commodity loan and price support 
programs. The fate of the proposal can best be told in terms of 
cotton. 

Opposition to incentive payments, arising in part from cotton 
-ginners, seed crushers, and others interested in continued high levels 
of cotton production, was uncompromising. Congressmen pointed 
to the large surplus of corn and wheat, to the recent removal of pro- 
duction and marketing restrictions by the Department of Agriculture, 
and claimed that there was no reasonable basis for distinguishing 
between corn, wheat, and cotton. Cotton was said to be an essential 
‘war crop in view of the shortage of oil and protein food which cotton- 
seed oil and meal would alleviate.” 

Answers to these objections were reasonably clear cut. If the 
controls were removed, increased production of cotton would be 
‘confined to the Southwest and to the short fiber variety for which 
there was limited demand. Cotton is a relatively costly source of oil 
and meal. Average Georgia yields during 1937-41 showed that one 
acre each of cotton, soybeans, and peanuts would produce, respec- 
tively, 72, 168, and 215 pounds of oil. From the standpoint of the 
manpower required, each man-hour used to produce 1 pound of 
-cottonseed oil would produce 3.7 pounds of soybean oil and 5.7 pounds 
of peanut oil. Also, as compared with peanuts and soybeans, rela- 
tively large amounts of land and manpower were required to produce 
cottonseed meal for animal feed. 

Even though it could be demonstrated that cotton was a relatively 
inefficient source of oil and protein, some way had to be found of 
getting cotton farmers to plant other crops. On January 26, 1943, 
‘Secretary Wickard announced ‘‘an extensive war-production program 
of incentive payments totaling approximately $100,000,000, designed 
to obtain greater production of food and fiber crops vital to the war 


19 U. §. Congress. House. Committee on Appropriations. Agriculture Department Appropriation 
‘Bill for 1944. Hearings ... 78th Cong., Ist Sess., p. 784. 
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effort.” To finance this program, the Department requested an 
additional $100,000,000 for expenditure under the Soil Conservation 
and Domestic Allotment Act. The necessity for the program was 
outlined by the Director of the Food Production Administration: 

One of the major problems today is getting farmers to grow new crops which 
are needed more urgently than increased production of their usual crops. Frankly 
it takes more than just a price incentive to get a farmer to shift from the production 
of a crop with which he is familiar to a new crop requiring different skills, and, from 
the point of view of the farmer, a risk which is not involved in the crops which 
he normally raises.2 

Actually the program planned for 1943 represented a compromise 
between those who wanted to maintain existing production patterns 
and those who thought production should be shifted to meet the more 
pressing war needs. Subsidy payments to cotton and tobacco produc- 
ers were planned in the amount of $84 million; only $78 million were 
projected for potatoes, fresh vegetables, soybeans, dried peas and 
beans, and sweetpotatoes. 

__ The weight of the National Grange, American Farm Bureau 

Federation, and National Council of Farmer Cooperatives was thrown 
against the incentive-payment plan. The Master of the National 
Grange criticized the “subsidy” aspects of the plan and argued that 
prices should be permitted to rise to levels which would induce farmers 
to shift to war-essential crops. The president of the Farm Bureau 
presented resolutions of his organization urging the elimination 
of all “subsidies used to... achieve maximum production” and 
the “continuation of commodity loans and price supports at 90 percent 
of parity or at higher levels if necessary to get needed production.” 
If adopted, these recommendations would continue the subsidies which 
had been built around prevailing production patterns and prevent 
the use of other subsidies as tools for altering such patterns. 

Congress objected to the use of departmental funds for a program 
which it had not specifically approved, refused to appropriate funds 
for the incentive-payment plan and wrote into the 1944 Agriculture 
Department Appropriation Act a specific prohibition against incentive 
payments.” 

Congressional inflexibility toward modification of the parity struc- 
ture compelled the country to operate under a price system wherein 
the relations between the prices of various commodities were deter- 
mined by patterns existing in 1910-14 rather than by current require- 
ments. Upward adjustment of the loan rates from 75 percent to 90 
percent of parity and rejection of incentive payments meant high 


20 Tbid., p. 688. 
21 57 Stat. 392: “No part of said appropriation or any other appropriation in this Act shall be used for 
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prices for produce for which there was little need and even higher 
prices for products of significant wartime value. Moreover, market 
prices seldom indicated the essentiality of crops because prices were: 
controlled for the purpose of holding down the cost of living, a policy 
which Congress had likewise approved. As a result, commodities 
which provided the most nutrients for the manpower, fertilizer, and 
land expended, such as fresh vegetables and dairy products, were the 
commodities for which stable prices were sought. As increased pur- 
chasing power pushed up the prices of luxury foodstuffs, such as water- 
melons, farmers and processors were encouraged to allot acreage and 
facilities to products which probably should not be grown in wartime. 
Fruits needed for canning and freezing were taken out of the mar- 
kets at high prices for immediate consumption or for use in mak- 
ing ice cream. Conflicting legislative policy made it virtually 
impossible to use price effectively as an instrument of production 
management. 


Production Management and Price Stabilization 


The dilemma of how to increase farmers’ income and stabilize the 
cost of living at the same time was the source of administrative 
difficulty between the Department of Agriculture and the Office of 
Price Administration. After passage of the Emergency Price Control 
Act of 1942, which required the Secretary of Agriculture’s prior 
approval to price controls over agricultural commodities, a price com- 
mittee was set up within the Department of Agriculture to serve as 
liaison with the Office of Price Administration on agricultural pricing 
problems. As a matter of practice, however, disagreements on im- 
portant policy questions were handled between the offices of the 
Secretary of Agriculture and the Price Administrator, and technical 
problems were discussed directly by the staffs of the agencies. Action 
was facilitated by appointment of Mr. Howard Tolley, Chief of the 
Bureau of Agricultural Economics, as Director of the OPA Food Price 
Division. He served in a dual capacity for several months before 
returning to the Department of Agriculture in 1942. By late 1942 
the original Agriculture price committee had become inactive. 

Since there was a fundamental difference in attitudes about prices, 
disagreements between the two agencies continued. As in peacetime, 
the Department of Agriculture tended to rely on price increases to 
adjust production, direct distribution, and facilitate procurement. 
But rising levels of agricultural prices and of living costs made the 
Office of Price Administration more and more reluctant to grant price 
increases. 
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After issuance of the December 1942 food order, another attempt 
was made to expedite the handling of disagreements between the 
two agencies. A ‘memorandum of understanding” was signed on 
December 11, 1942, under which the Office of Price Administration 
agreed to consult the Department on all pending price regulations 
affecting processed as well as agricultural conmodities; and the 
Department agreed to consult OPA on actions relating to marketing 
agreements, regulations, and support price programs. Deadlocked 
issues were to be referred to the Office of Economic Stabilization 
for decision. 

Difficulties under this interagency agreement arose from the fact 
that the internal organization of the Department of Agriculture and 
the Office of Price Administration made it difficult to bring differences 
to the point of decision. Within the Department the individuals 
experienced on price problems were dispersed through several sets 
of commodity branches in the Food Production Administration, the 
Food Distribution Administration, the Commodity Credit Corpora- 
tion, and the Bureau of Agricultural Economics. During the early 
part of 1943, no administrative device had been worked out for pulling 
the price specialists together and developing a departmental policy on 
commodity pricing. Within the Office of Price Administration, 
knowledge and points of view about food price problems were dispersed 
among business specialists, lawyers, and economists. As in the 
Department of Agriculture, it was difficult to obtain decisions on 
price questions. 

The Office of Economic Stabilization was not equipped to take an 
active role in the formulation of food programs. The diffusion of 
responsibility within the Department of Agriculture and the Office 
of Price Administration generally meant that questions of price policy 
were the subject of prolonged negotiation between various levels 
of the two organizations. On occasion, differences were discussed with 
the Office of Economic Stabilization at some intermediate stage of 
negotiations, but OES preferred to take jurisdiction only after agency 
disagreements had become sharply defined and were susceptible 
of arbitration. This method of operation conformed to the President’s 
characterization of the job of Director of Economic Stabilization as 
one calling “primarily for judicial consideration.” It also fitted 
naturally into the training and attitudes of the judges and lawyers 
who comprised the staff of the office through 1944. Under this 
concept, OES did not take a notably active part in reconciling the 
fundamental conflict between the stabilization program and the 
pricing system administered by the Department of Agriculture. 
Generally it did not anticipate issues before they arose or attempted to 
obtain agreement before issues developed into actual controversies. 
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The Food Order of December 5 attempted to split between WPB 
and Agriculture control over material needed for food production. 
Section 8 authorized the Secretary of Agriculture to exercise with 
respect to food and ‘any other material or facility” the priority and 
allocation powers delegated to the President by the Second War 
Powers Act, when such exercise was determined by the Secretary to 
be necessary to carry out the provisions of the Executive order. If the 
WPB Chairman disagreed with a proposed priority action, the dis- 
agreement was.to be referred to the President or his agent for resolu- 
tion. A somewhat different relation was delineated by section 2, which 
authorized the Secretary of Agriculture to ‘recommend to the 
Chairman of the War Production Board the amounts and types of 
nonfood materials, supplies, and equipment necessary for carrying out 
the food program.’”’ The Chairman of WPB was directed to consider — 
these recommendations in allocating specific amounts of nonfood 
materials, supplies, and equipment to food programs and to use WPB 
powers to bring about their use in accordance with the Secretary’s 
determinations. 

Exercise of these powers by the Secretary would have disrupted 
the organization which had been created to direct mobilization of the 
nation’s industrial resources. Some of the implications were de- 
scribed by staff of WPB as follows: under section 8 the Secretary of 
Agriculture “might allocate any material or facility—whether steel, 
copper, aluminum, rubber, machine tools, or machinery—whenever 
he considers it necessary for the effectuation of the food program” ; 
he might “undertake to allocate steel and rubber to the manufacture 
of an increased supply of agricultural machinery irrespective of the 
needs of the airplane, tank, and ship programs, the Russian protocol, 
the repair and maintenance of railways, etc.”’; he “might allocate to 
the manufacture of agricultural-equipment facilities which are now 
engaged or are scheduled to be used, in the manufacture of tanks or 
half-track vehicles”; and he might “allocate certain chemicals, or 
chemical manufacturing facilities, to the manufacture of certain 
types of fertilizer, irrespective of the competing needs of the ammuni- 
tion and chemical-warfare-production programs.” 

The absurdity and danger of duplicate priority systems was recog- 
nized by the Secretary of Agriculture who agreed to accept WPB 
controls over supplies needed for food production. Under an agree- 
ment between Agriculture and the War Production Board, the 
Secretary submitted to WPB detailed quarterly estimates of nonfood 
materials, supplies, and equipment. These estimates, like those of 
the War and Navy Departments and other claimant agencies, were 
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reviewed by the divisional requirements committees and the staff of 
the:program vice chairman. Requirements of Agriculture were then 
considered by the Program Adjustment Committee and WPB Re- 
quirements Committee and allocations of materials were made by the 
WPB Program Vice Chairman for production of agricultural equip- 
ment and related products at the same time that allocations were 
made for other production programs. Proposals for new facilities— 
food processing plants, irrigation projects, and the like—wer2 reviewed 
by the WPB Facilities Bureau and the Facilities Committee as were 
proposals for new steel mills, railway improvements, and other 
industrial plants. In general, therefore, industrial and construction 
requirements for the food program were reviewed and scheduled by 
the War Production Board in much the same manner as requirements 
for the other nonmilitary sectors of the economy. This arrangement, 
essential to effective central allocation of the Nation’s industrial 
resources, was maintained in spite of the Executive order of December 
5 granting allocation and priority powers to the Secretary of Agri- 
culture. 

The Department of Agriculture was restive under this control and 
the question of whether proper amounts of farm equipment were 
being produced often became a subject for public and congressional 
discussion.” On occasion, the arrangement seemed to delay unduly 
the execution of food programs. The process, however, was a 
necessary part of a central control over the allocation of industrial 
materials and facilities; and adjustment of competing requirements 
for these items became more essential and more time-consuming as 
supplies diminished. Meanwhile, operating relations between WPB 
and Agriculture were improved by establishment within Agriculture 
of an Office of Materials and Facilities which consolidated the food 
agency’s requirements for materials, supplies, and equipment and 
presented to WPB unified estimates of material needed for food pro- 
grams. Relations between the two agencies also improved as Agri- 
culture personnel became more familiar with WPB policies and 
procedures. 


Importation of Food 


Control of food imports provided another example of the limited 
extent to which responsibility for food supply could be centered in a 
single agency. Beginning in the summer of 1941, the Office of Pro- 
duction Management (predecessor to the War-Production Board) 


2 U.S. Congress. Senate. Committce on Agriculture and Forestry. Hearings before a subeommittee 
on the Food Supply of the United States. 78th Cong., 1st sess.; also Senate Report No. 10, 78th Cong., 1st 
Sess. 
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developed priority schedules which rated imported materials according 
to their importance in the war-production program. The lists were 
prepared in consultation with representatives of other agencies also 
interested in imports and were used by the Maritime Commission as 
a guide in loading vessels for trips to the United States. The order 
' establishing the War Shipping Administration formalized WPB’s 
function of transmitting import priority schedules to WSA. In 
October 1942 the Stockpile and Transportation Division was estab- 
lished within WPB to continue the preparation of import, schedules, 
which guided the WSA in assigning vessels to bring such materials to 
- this country. 

The Food Order of December 5 authorized the Secretary of Agri- 
culture to determine priorities relating to imports of food for “human 
and animal consumption.” Directives for the ‘importation of food 
for industrial uses’’ were to be issued jointly by the Chairman of WPB 
and the Secretary of Agriculture. ‘Importation of materials, supplies, 
and equipment required for the war production program and the 
civilian economy’? would remain under the authority of the War 
Production Board.” 

The effect of these provisions was to make the Secretary of Agri- 
culture more or less coordinate with the Chairman of WPB in deter- 
mining what should be imported on available ships. As in the case 
of allocation of nonfood materials and facilities, the result would have 
been the establishment of duplicate priority controls; and two 
agencies would have had authority to control the same shipping 
space. Since only a few food commodities have no industrial use, the 
order would have required joint action by WPB and Agriculture for 
the bulk of food imports. Disagreement between the agencies on 
these import schedules would have been thrown to the War Shipping 
Administration for decision; and WSA had no responsibility for 
industrial production or food supply and could have had little informa- 
tion on which to base its decisions. 

Again it was necessary to modify the Executive order by informal 
arrangement between the Department of Agriculture and the War 
Production Board. By May 1943 preliminary determinations of 
quotas and ratings for imported food commodities were being made 
by the food agency with WPB participation through representation 
on Agriculture’s Committee on Foreign Purchase and Importation. 
Preliminary schedules for particular commodities were reviewed by 
the appropriate subcommittee of the Interdepartmental Shipping 
Priorities Advisory Committee. Recommendations of the sub- 
committees, headed by representatives of Agriculture, were reviewed 
by the full committee, the chairman of which was the Director of the 


22 Executive Order No. 9280, sec. 5, Dec. 5, 1942, 7 Federal Register 10179. 
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WPB Division of Stockpiling and Transportation. Determinations 
of the interdepartmental committee which were unsatisfactory to 
Agriculture were settled by negotiations between WPB and Agri- 
culture or, if necessary, by appeal to the Office of Economic Stabiliza- 
tion. These arrangements left with WPB general responsibility for 
issuing directives to the War Shipping Administration. 


Farm Labor 


Allocation of the Nation’s manpower among competing uses such 
as war plants, the armed services, food production, and other essential 
civilian uses, is discussed in chapters 7 and 14. At this point it is 
desirable simply to mention some of the more important developments 
affecting farm labor. As early as 1940, while many experts were still 
unconcerned about the necessity for increasing food production, farm 
labor was being drawn off the farms by higher paying jobs in war 
industries and by the military services. Later, chiefly as a result 
of pressures generated by public concern over possible food shortages, 
special measures were taken to maintain essential workers on the farm. 
A provision of the Stabilization Act of 1942 was intended to help 
the farmer compete for labor by requiring that OPA price ceilings be 
adjusted to take into account production cost increases resulting from 
higher wage rates.* Congress also required local draft boards to 
defer ‘“‘any worker necessary to and regularly engaged” in agricultural 
occupation essential to the war effort and by September 1943 more 
than 2 million had been deferred from military service. 

By directive of the War Manpower Commission, the Secretary of 
Agriculture acquired full operating responsibility for agricultural labor 
programs. Under this authority the Department imported laborers 
from Mexico, the Bahama Islands, Barbados, Newfoundland, and 
Jamaica, brought about a fuller utilization of migrant farm workers, 
directed the use of prisoners of war in food production, and in other 
ways supplemented the pool of farm workers. In spite of all of these 
actions, the labor supply continued to shrink. Nevertheless, farmers 
achieved new records of food production, made possible by unusually 
favorable weather conditions and by more skillful operation of farms. 


Control of Distribution 


The December Food Order directed the Secretary of Agriculture to 
“take all appropriate steps to insure the efficient and proper distribu- 
tion of the available supply of food.’’ The priorities and allocation 
powers of the Second War Powers Act were delegated to the Secretary 
insofar as food for human or animal consumption was concerned. 


4 56 Stat. 765. 
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Under these powers the Secretary was responsible for determining 
“the need and the amount of food available for civilian rationing.” 
The order provided, however, that rationing programs would be 
carried out through the Office of Price Administration with respect 
to “‘the sale, transfer, or other disposition of food by any person to 


~ an ultimate consumer” or by ‘‘any person who sells at retail.’”?’ The 


Secretary was expected to consult with the Price Administrator 
“before determining the time, extent, and other conditions of civilian 
rationing.” 


_ Rationing 


Distribution of the food rationing job between Agriculture and 
OPA involved, as did the problem of allocating nonfood materials 
and facilities, a fundamental question about the civilian organization 
for war. The Office of Price Administration in January 1942 had 
established local rationing boards throughout the country and had 
been designated by WPB as the consumer rationing organization of 
the Government.” Acting under directives from the War Production 
Board, OPA was rationing tires, automobiles, typewriters, and 
gasoline and was planning meat and processed foods rationing pro- 
grams. Establishment of the Petroleum Administration for War 
and designation of the Department of Agriculture as the principal 
food agency required reexamination of the relation between these 
commodity ‘‘czars”’ and OPA, the rationing agency. 

Staff of the Department of Agriculture interpreted the Executive 
order to mean that the Secretary had been given complete responsi- 
bility for food distribution as well as for food production. It was 
argued that in most instances the Department would need to retain 
control over distribution down to the retail level. ‘The Department 
must be assured that the allocation of foods for civilians’ use at the 
processor and wholesale level will not interfere with the over-all 
allocation of foods for other purposes.” Such assurance might be 
had if the Department issued orders dividing up the food supply at 
each level of the distribution system down to the wholesalers. If 
this were done, the shares assigned for military lend-lease and foreign 
governments would be protected from diversion into civilian markets. 
Accordingly, Agriculture took a narrow view of the consumer rationing 
functions of the Office of Price Administration: its job would be 
chiefly to develop and distribute ration books and forms; register 
consumers and retailers, and provide them with instructions and 
information; operate the ration coupon banking system; prevent used 
rationing coupons from getting back into circulation; handle indi- 


28 WPB Directive No. 1, Jan. 24, 1942, 7 Federal Register 5624 
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vidual adjustments within general policies laid down by Agriculture : 
and enforce rationing regulations. 

The Office of Price Administration took the position that it would 
have to be given all the authority necessary to insure that meat 
‘supplies would be available to meet coupon demand. ‘The OPA is 
the only agency that actually deals with the public”; “it must bear 
the brunt of criticism.” An allocation control system, administered 
by Agriculture, which would allow distributors a certain percentage 
of the supply which they handled in a designated base period might 
not move food into areas crowded with migrant war workers. The 
number of ration coupons cashed in a given area provided a more 
precise guide to food demand. The OPA argued, therefore, that 
meat should be distributed, from the primary distributor down to 
the retailer, only in exchange for ration coupons or certificates. 
Under such a system the OPA said it would have to have jurisdiction 
‘over all levels of distribution beginning with deliveries by primary 
distributors; handle all relations with industry groups subject to 
rationing regulations; make decisions on methods of rationing, pro- 
cedures to be followed, adjustments of point values, and other ad- 
ministrative questions; and to release all public information about 
rationing actions and programs. 

For several weeks following approval of the December order, 
representatives of the Department of Agriculture, the Office of Price 
Administration, and the Bureau of the Budget worked to establish a 
satisfactory agreement on the rationing function. Both Agriculture 
and OPA were adamant in their views. On January 10, 1943, the 
Secretary of Agriculture expressed to Director Byrnes of the Office 
of Economic Stabilization grave concern “over the almost certain 
development of food shortages in many areas of the country within 
the next few months.” He stated that Agriculture “had urged the 
rationing of fats and oils as early as March 1942,” and the rationing 
of meat in August 1942. The letter continued: 

General authority with respect to rationing was recently vested in me by the 
President’s Food Order, However, the order directs me to exercise this authority 
with respect to rationing through the Office of Price Administration... In our 
efforts during the past few weeks to formulate a working relationship with the 
Office of Price Administration under the Food Order, representatives of the Office 
of Price Administration have taken the view that the office must have full control 
over domestic food distribution from processor to consumer... I feel that it is 
necessary that steps are taken to make it clear that I have complete authority to 
carry out the civilian food programs, including all phases of consumer rationing, 


Because of the precarious civilian food situation, I ask your assistance in seeing 
that this matter is clarified at the earliest possible moment. 


Accompanying the letter to Justice Byrnes was a draft Executive 
order transferring to Agriculture the personnel, property, records, and 
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funds of the Office of Price Administration primarily concerned with 
and available for civilian rationing of food. The Secretary proposed 
to utilize “local rationing boards and other facilities and personnel 
concerned with the actual carrying out of rationing programs” which 
_ would remain in the Office of Price Administration. 

This proposal, under which Agriculture would develop rationing 
- programs in detail and operate them through the field organization 
of OPA, was administratively impracticable. In the field, OPA would 
have had to make day-to-day adjustments required to fit policies 
to local needs: adaptation of rationing policy to operating experience 
would have become a matter for interagency negotiation. If adopted 
for food, pressures would have developed to extend the pattern to 
oil and gasoline and perhaps to rubber and other rationed commodities. 
Thus, the Office of Price Administration would have had to administer 
programs devised by several different agencies—the Department of 
Agriculture, Petroleum Administration for War, and the Office 
of Rubber Director. Adjustment of these agencies’ requirements 
would have meant extended discussion and compromise over issues 
of administrative detail which, in many cases, the Office of Economic 
Stabilization would have had to settle. OES was not equipped to take 
over an operating job of such magnitude. For these reasons, efforts 
to devise a different solution continued. 

Finally, on February 12, 1943, an agreement defining the functions 
of the two agencies was signed by Secretary Wickard and Price 
Administrator Brown. Under this agreement the Department of 
Agriculture was recognized as having exclusive “responsibility for 
determining supplies of foods available for civilian consumption 
and for allocating supplies accordingly,” and for determining the 
need for and time and extent of civilian rationing. The Office of Price 
Administration was given primary responsibility for developing the 
rationing programs, and for determining rationing techniques and 
procedures. On the major point in dispute, the agreement provided 
that the “Department shall have complete responsibility for the 
determination of over-all allocations for civilian use and for determin- 
ing individual processor quotas. The OPA shall have responsibility for 
directing the flow of rationed commodities within such quotas and 
allocations from the time the commodity is placed in a form ready for 
distribution by the processor.” 

The agreement also provided for the establishment of a “Food 
Rationing Policy Committee” consisting of representatives of the 
Food Distribution and Food Production Administrations of the De- 
partment and the Rationing Department of the Office of Price Admin- 
istration. This Committee was set up to consider problems of concern 
to both agencies requiring jomt consideration of policy; it was not 


362 The United States at War 


given any authority to discuss matters which the agreement clearly 
delegated to either of the agencies. Specific matters mentioned for 
the Committee’s attention were the handling of publicity, industry 
relations, and the desirability and feasibility of providing additional 
rations for workers in heavy industries such as coal mining and lumber- 
ing. In practice, the Committee did not become an active agent of 
interagency collaboration, partly because the interagency agreement 
provided a satisfactory basis for day-to-day operations. 

These negotiations, which occupied top officials of the agencies for 
almost 3 months, did not delay work on pending rationing programs. 
While the relative responsibilities of Agriculture and OPA were being 
discussed, the agencies were attempting to devise some method of 
eliminating local meat shortages. The amount of livestock that large 
commercial slaughterers could process had been limited by a “restric- 
tion order,” issued in October 1942 by OPA for the purpose of rein- 
forcing price controls. The meat which passed through these plants 
was graded for quality by Department of Agriculture personnel and 
the plants were inspected for compliance with Federal sanitation 
regulations. Federally-inspected slaughterers processed most of the 
country’s meat supply as well as all of the meat acceptable under 
Army and Navy procurement specifications and for shipment across 
State lines. Similar quota restrictions were not imposed on slaughter- 
ing by thousands of local and farm slaughterers who normally account 
for a very small percentage of the country’s meat supply. 

In April 1948 the food agency took over administration of the 
restriction order. Suits against nonquota slaughterers which OPA 
had begun were dropped. County war boards were authorized to 
issue permits to farm butchers and local slaughterers who had not been 
required to register under the original order. This system of permits, 
it was thought, would limit the business done by small slaughterers, 
increase the flow of meat to federally inspected plants, facilitate 
purchases of meat by the military, and relieve meat shortages in 
deficit areas. Agriculture personnel, however, tended to issue permits 
without suitable investigation, with the result that enforcement of 
price and rationing controls over numerous and widely dispersed small 
slaughterers was impossible. 

The perfunctory nature of these controls had two consequences of 
significance to the Government’s meat programs for the balance of the 
war. (1) Small slaughterers increased in numbers and expanded 
their businesses tremendously. They found it relatively easy to evade 
price and rationing regulations; and, by paying higher than ceiling 
prices, they were able to buy the better grades of livestock which 
formerly went to the large packers. Ilegal prices paid for livestock 
and passed on to wholesalers and retailers, frequently without the use 
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of ration currency, stimulated black-market operations. (2) An in- 
sufficient supply of meat passed through federally inspected plants. 
Since the Army and Navy bought only from such plants, they had 
difficulty in buying the meat which they needed. Also, severe short- 


- ages appeared in heavily populated cities that normally imported 


federally inspected meat from out-of-State producing areas. The 
institution of consumer rationing in March 1943 was expected to 
relieve some of the pressure on price and rationing regulations by 
making the availability of ration coupons a major factor in distribu- 


tion. But absence of effective control over small slaughterers soon 


made it virtually impossible for available personnel to enforce OPA 
controls over the thousands of distributors whose meat supply came 
from local slaughterers. Thus, the problems of meat supply and 
distribution which aroused so much concern in 1944 and 1945 were due 
in large part to the failure to solve the slaughter control problem in 
1943. 


Procurement 


Early in 1943 attention was also directed to the Government’s food 
procurement activities which were being consolidated in the Army 
and the Department of Agriculture. The Army bought perishable 
foods through 34 local market centers and nonperishables through 
three large quartermaster depots. The Navy had begun to turn to 
Army market centers for perishable commodities but nonperishables 
were bought through its own organization. Army supply officers in 
small camps and stations were also authorized to buy locally without 
going through a market center. Food for merchant ships under the 
War Shipping Administration’s jurisdiction was bought by the 
companies operating the ships. 

Under the December food order, the Secretary of Agriculture was 
to correlate procurement by Federal agencies so that there would be 
a minimum of disturbance to local supplies. In January the Food 
Distribution Administration established an Inter-Agency Food Pro- 
curement Committee with representatives from the principal agencies 
interested in or affected by Federal procurement operations. The 
Committee operated through a series of subcommittees appointed to 
study particular commodity problems and to recommend action to 
be taken by the procurement agencies. It was the view of those 
responsible for procurement operations that establishment of the inter- 
agency committee would provide all necessary coordination. In the 
months which followed, the procurement problem became more and 
more one of locating supplies to meet the needs of the military services 
and foreign governments. The Committee was not in a position to 
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deal with these general shortage problems which had their source in 
more fundamental aspects of food policy. N evertheless, it was drawn 
into consideration of matters such as requirements and production, 
and tended to dissipate its energies and influence in areas in which 
it had no jurisdiction. The problem of coordinating Federal food 
procurement was not much further advanced toward solution. 

Responsibility for purchases by the Department of Agriculture was 
given to the Food Distribution Administration and was carried out 
by the staff of the Agricultural Marketing Administration transferred 
to FDA by the December 5 food order. The Agricultural Marketing 
Administration and its predecessor agencies were originally set up to 
handle the various marketing and distribution activities of the 
Department. An objective of these activities was the improvement 
of the farmers’ economic position by disposal of agricultural surpluses. 
Less than 6 months before the Germans attacked Poland, the Depart- 
ment launched an experimental food stamp plan for surplus farm 
produce disposal through the regular channels of trade. The imme- 
diate effect of the war was to cut off export markets and to add to 
existing surpluses which were further enlarged by the huge crops in 
1940-42. Thus, the major problem confronting the Department 
and its marketing-distribution agencies during this period was the 
disposition of excess supplies. An organization which so recently 
had been preoccupied with surplus commodities would require careful 
direction if its operations were to be fitted into the management of 
tight supply. 

The allocations of foodstuffs which came out of the Department’s 
requirements-allocation procedure were not followed rigorously by 
either the Food Distribution Administration or the Army. On the 
foreign side the difficulty of obtaining definite statements or require- 
ments made it virtually impossible to plan procurement. F oreign 
missions submitted their estimates to the Food Distribution Admin- 
istration through the Program Liaison Branch which was itself in the 
stream of procurement operations. Under this arrangement the 
procurement staff was informed at all times of requests made by 
foreign governments and was in a position to place contracts in 
anticipation of final allocations. This practice of “forward buying”’ 
made it possible for the Food Distribution Administration to have 
foodstuffs on hand to meet the rapidly changing shipping situation. 
It could also divert to the Army and Navy supplies earmarked for 
foreign shipment. The obstacles which had arisen in the require- 
ments-allocation function did not have serious consequences while 
total supplies were adequate and the procurement agencies engaged 
in forward buying. This manner of operation, however, required 
frequent changes in the amounts allocated to claimants and created 
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additional problems in distributing scarce food supplies in accordance 
with an over-all allocation plan. : 

Although the structure of the food organization was determined by 
the actions taken from December 1942 to March 1943, one important 
change occurred. An Executive order of March 26, 1943, removed 
’ from the Secretary of Agriculture the direction of the war food 
program.”® This order established within the Department of Agri- 
culture an Administration of Food Production and Distribution 
(later renamed the War Food Administration),” under the direction 
of an administrator appointed by, and directly responsible to, the 
President. All of the powers delegated to the Secretary by the food 
order of December 5 were transferred to the Administrator. Although 
this arrangement violated organizational theory, the Food Adminis- 
trator and the Secretary of Agriculture worked together without 
friction largely because of the personalities involved. WHA remained 
a nominal part of the Department until its abolition in June 1945. 

The general pattern of administration already described persisted 
until near the end of the war when the specter of stock piles again 
rose. During the years 1944-45, actions of the War Food Adminis- 
tration alternately reflected fear of excessive food surpluses and con- 
cern over food shortages. Food production in 1944 established new 
records and generally was 38 percent above the average for 1935-39. 
In the spring of 1944, it was generally believed that the war in Europe 
would be over by the end of the year. On this assumption the 
military substantially curtailed food procurement. Reduction of 
military purchases accompanied record marketing of hogs, and 
created a glut in the stockyards and processing plants. To ease this 
situation, zero point values were set in May for all veal, lamb, and 
pork cuts, all beef cuts, except steaks and roasts, and all canned 
meats and fish. 

With this relaxation of meat rationing, civilians in 1944 ate 2.5 
billion pounds more than had been fixed in the original civilian 
requirements estimates. Per capita meat consumption in 1944 was 
approximately 150 pounds, as compared with the prewar average of 
126 pounds. After removal of point values in May, consumption rose 
to an annual rate of 160 pounds, and it was estimated that there was 
purchasing power to support annual consumption of 170 pounds. 
The rise in consumption meant that meat which should have been 
canned or stored for a “lean” period was eaten during the spring and 
summer. During May, June, and July of 1944, for example, pork 
canning under Federal inspection fell to 56 percent of the amount 
canned in the same months of 1943. By August the surplus had 


% Executive Order No. 9322, Mar. 26, 1943, 8 Federal Register 3807. 
27 Executive Order No. 9334, Apr. 19, 1943, 8 Federal Register 5423. 
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been reduced sufficiently to require restoration of point values on 
most cuts of meat. 

In August, however, it appeared that victory in Europe was perhaps 
only a few weeks away. A sudden ending of the war would find the 
food “pipe lines’ full and supported by embarrassingly large stock 
piles. The policy of “liquid inventories,” also called the bare-shelf 
policy, was applied to eliminate surpluses which, if released by the 
Army, might flood the market and depress postwar prices. Almost 
all processed foods were removed from rationing in September 1944. 

By eating too much in 1944, we created a “food crisis” in 1945. 
By the spring of 1945 a severe meat shortage had appeared and con- 
gressional committees were appointed to ascertain its cause and to 
devise corrective action. The findings and recommendations of the 
Anderson Committee pointed to administrative and policy failures as 
factors in the meat shortage.” 

The Committee found substantial evidence of widespread violation 
of meat price and rationing regulations, or black-market operations. 
For example, nationally operating packers could not buy livestock 
at market prices and sell beef at OPA ceilings without taking a loss. 
These packers had been forced to reduce their volume of business. 
Meanwhile small, nonfederally inspected packers were able to increase 
their business for the period ending February 28, 1945, “in some cases 
six to eight, and in one case, to ten times’? the amount done in the 
previous year. The expanded business of these small slaughterers 
was a prolific source of price and rationing violations. 

This situation was brought about by WFA’s failure to establish 
control over the entrance of new slaughterers into business and over 
the volume of business done by existing slaughterers. ‘From Sep- 
tember 1, 1943, to January 24, 1945, an applicant for a license need 
only show that he had adequate facilities and met sanitary require- 
ments.” By May 1944 “all regulations had been removed from 
farmers, who could then slaughter anything without any permit. 
They were free from restrictions on slaughter for sale.’’ By January 
24, 1945, when the War Food Administration again made an effort 
to get some control over slaughtering by issuing licenses only when 
the applicant could show that the issuance would advance the war 
effort, so many slaughterers were already in business that existing 
conditions were not improved. OPA simply could not enforce price 
ceilings or rationing regulations in the absence of a control at the 
slaughterer level which would channel meat to legitimate distributors.” 


#8 House Report No. 504, 79th Cong., Ist sess. Representative Clinton Anderson was named chairman 
of the Special Committee to Investigate Food Shortages for the House of Representatives, 1945. The re- 
port of this committee was favorably received, and when Secretary Wickard resigned, President Truman 
appointed Mr. Anderson to the post of Secretary of Agriculture, 

* House Report No. 504, 79th Cong., 1st sess., pp. 13-14. 
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In February 1945 an effort was made to restrict the volume of 
business of nonfederally inspected slaughterers by withholding sub- 
sidies when the volume of business exceeded a specified maximum. 
The Anderson Committee pointed out that the subsidy which was lost 
for exceeding the maximum was only a small fraction of the profits 
- that could be made in black-market operations. The black market 

was not notably reduced by this device. 

The Committee recommended a review of all slaughtering permits, 
and War Food Administration at once transferred to OPA the job 
of administering slaughtering controls. We were then back to the 
- situation which existed in April 1943, when Agriculture took over 
administration of OPA’s Meat Restriction Order No. 1. In appraising 
this part of the food machinery, the Committee stated: 

Without doubt the permit system as it was operated was a prolific source 
of black-market meat and drained off good beef which would otherwise have 
found its way into legitimate trade channels and to the counters of those retail 
stores that have tried to observe legal price ceilings.” 

On the subject of price ceilings, the Committee emphasized its 
belief that “the greatest mistake made in the control of meat prices was 
to begin by pricing at the retail level and then working backward.” ™ 
As early as August 1942 Price Administrator Henderson had requested 
Secretary Wickard’s approval of livestock ceilings and subsequently 
the proposal was discussed periodically between OPA and the food 
agency. In these negotiations the food agency consistently opposed 
ceilings on live cattle and hogs. In part, this opposition grew out 
of a reluctance to have any maximum prices which would be enforce- 
able against farmers. The Office of Price Administration wanted 
livestock ceilings because it believed that they would relieve pressure 
on processor and distributor ceilings and thereby simplify the OPA 
enforcement job. Agriculture took the position that livestock ceilings 
were impracticable and unenforceable and that by undermining the 
farmers’ confidence in food-production programs, they would tend to 
reduce production. This view was also held by the American National 
Livestock Association, the National Grange, and other livestock 
producing and marketing groups. The lack of control at the producer 
level caused the Office of Price Administration to hold onto ceilings 
which undoubtedly did discourage production or processing. With 
so little control, it seemed necessary to retain the regulations which 
were in effect. 

The Anderson Committee reported that “‘one of the fundamental 
mistakes made in the war-food program was in the failure to expand 
cold-storage space in keeping with the increases in production which 
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farmers were asked to make.’ Lack of storage space affected pro- 
duction as well as distribution. Having announced a support-price 
program to encourage increased production, the War Food Adminis- 
tration frequently found that facilities were not available to store the 
commodities it would have to buy in order to maintain market prices 
at the support level. Departmental officials then began to think in 
terms of curtailing production to proportions which could be handled 
in available storage space. When prices fell below support levels 
guaranteed by the Department, farmers also lost confidence in Depart- 
mental programs and tended to reduce production below levels set by 
the Department. For example, in 1944 the Department asked farmers 
to produce 20 percent fewer hogs than they had in 1943, but farmers 
actually reduced their pig crop by 30 percent.” 

The agriculture subcommittee of the House Appropriations Com- 
mittee, under the chairmanship of Congressman Tarver, made a 
special study of the warehousing and storage operations of the War 
Food Administration. The committee reported that “many errors 
of judgment and administration” necessarily occurred in carrying 
out a vast emergency program for which “administrative machinery 
had to be assembled hurriedly.” Not all of these mistakes were 
unavoidable, however, and matters such as the failure to develop a 
properly managed inspection service to determine whether ware- 
houses were suitable for food storage, unnecessary transfers of food 
between warehouses, inadequate inventory and financial records, 
and poor coordination and supervision of component parts of WFA 
were cited as examples of faulty administration which should have 
been corrected. 

During the 1945 “food crisis,” pressure also developed to curtail 
food shipments to foreign countries. On March 12, 1945, Director 
of War Mobilization and Reconversion Byrnes appointed an Inter- 
agency Committee on Foreign Shipments to reexamine our foreign 
commitments in light of existing food supplies. The Committee, 
under Chairman Leo Crowley of FEA, consisted of representatives of 
Army, Navy, Foreign Economic Administration, War Food Admin- 
istration, War Production Board, War Shipping Administration, and 
the Departmert of State. In its first report, the Committee stated 
that “stocks were not built up to the maximum possible extent last 
year (1944) to meet this emergency, in part due to insufficient storage 
facilities. Instead, we consumed our food at a record rate, 9 percent 
over prewar years.” The report went on to say that military needs 
would be greater in 1945 than in 1944, and that millions of people in 
Europe, recently liberated by Allied armies, were living on starvation 
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diets, in some areas on “no more than one-fourth the daily minimum 
reqwrements.” Because of world food shortages, the “most that 
can be accomplished is to provide such foods as will tide the people 
of Europe over their immediate difficulties.” * 

On the subject of our own civilian requirements, the Committee 
stated that “the American people would, were it available, consume 
greater quantities of food in 1945 than were consumed in 1944.” We 
could afford to reduce our consumption without risk of malnutrition. 
But because of the increased demand for food, “the maintenance of 


an effective rationing system is an essential condition for the dis- 


tribution of adequate food supplies to all Americans in the period 
ahead.”’ * 

After the German surrender in May and the Japanese surrender in 
August 1945, the Government moved swiftly to relax rationing con- 
trols. Within a few months only sugar remained on the ration list. 
Thus, unexpected military developments and the speedy removal of 
wartime controls forestalled for the American people the consequences 
of inadequate food organization, policies, and operations. We 
emerged from the ‘‘war for survival’ the best fed of all the major 
Allied nations. 

Six months after VJ-day, however, there was another “food crisis,” 
this time involving actual starvation of millions of people in Europe 
and Asia. 


% U.S. Interagency Committee on Foreign Shipments. First Food Report to the Director of the Office 
of War Mobilization and Reconversion, Apr, 30, 1945. 
35 Ibid. 
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Coordinating the War Agencies 


Te PROBLEM of top direction of the war agencies of the 


Government became acute in the early months of 1943. Issues 

which could not be handled by any single administrative agency 
multiplied. Their solution required purposeful and coordinated 
guidance of action by related agencies. The upward pressure on 
prices was bringing a continued increase in the cost of living which 
stimulated strikes and threats of strikes. The munitions production 
curve was climbing rapidly. Less and less was available for non- 
military uses and a much more careful allocation of resources among 
civilian uses was required. The experts began to speak of “‘bedrock”’ 
civilian requirements. The effects of conversion of industry to war 
were being keenly felt. Farmers, for example, were expressing deep 
dissatisfaction about the declining output of farm machinery. 

Although problems at home were becoming mgpre critical, urgent 
military and diplomatic matters made it difficult for the President to 
give uninterrupted attention to the management of home-front 
affairs. His participation in international negotiations such as the 
Casablanca Conference required time. Questions of broad military 
strategy were demanding his attention. ‘The Axis forces in Northern 
Africa were being driven toward surrender. Preparations for the 
taking of Sicily and Italy were under way and plans for the eventual 
invasion of the continent from Britain were taking shape. 

The combination of increasingly difficult problems in the top 
management of the war agencies on the home front and demands on 
the President’s time by his strategic and diplomatic duties led to the 
establishment of the Office of War Mobilization in May 1943. The 
creation of this Office constituted a formal recognition of the gradual 
enlargement of the duties of James I’. Byrnes who had been designated 
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Director of Economic Stabilization in October 1942. Though he was 
appointed to assist the President in the management of Government 
agencies concerned with economic stabilization, his duties grew to 
include a broader range of functions. In the early months of 1943, 
for example, he participated in the settlement of disputes among the 
commodity czars. With his elevation to the post of Director of War 
Mobilization, he came to be popularly known as the ‘Assistant 
President.” 

The question of machinery to aid the President in the direction of 
the Government had been under almost constant discussion since the 
establishment of the National Defense Advisory Commission in 1940. 
During the life of the Commission, a clamor was raised for ‘‘one-man” 
control. Eventuaily in the Office of War Mobilization a type of 
“one-man” control developed, but it was of a character not con- 
templated by either critics or responsible officials in 1940. It was the 
final product of successive stages of a tortuous evolution, an evolution 
feasible under a flexible administrative system which could sooner or 
later be adapted to emerging demands and which could be molded 
within the changing limits of practical feasibility. In 1941 the Office 
of Production Management began to take form as a central agency 
to coordinate the defense program. A step toward more compre- 
hensive direction was taken in the creation of the Supply Priorities 
and Allocations Board late in August 1941. The War Production 
Board, established in January 1942, inherited the powers of SPAB and 
OPM and was granted additional authority. 

None of these agencies gave general satisfaction or was entirely 
adequate. Discussion of the problem of central direction continued 
and was voluminous and heated but often neither perceptive nor 
helpful. It reached peaks of intensity at times when things did not 
seem to be going well. Congressional committees, newspaper editors, 
and critics of the administration came forward, from time to time, with 
plans to improve the administration of the war activities of the 
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Government. Most of these reformers oversimplified the problem. ~ 


The plan of action proposed was usually very simple: empower 
a single man to direct the war effort. Such a formula was a catharsis 
for frustration and persons hostile to the President took satisfaction 
from proposals which might deprive him of his powers as Chief 
Executive. Most of the advocates of this ready and simple remedy for 
the ills of the Government ignored or were quite unaware of the 
complexities of the problem for which they glibly proposed solutions. 
Some of them also would advocate with equal zeal the establishment 
of “czars” for particular segments of the economy apparently without 
realizing the inconsistency of advocating both a multiplicity of 
czardoms and a war effort tightly knit under central direction. 
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Amateur administrative reformers were not alone in their erroneous 
estimates of how to manage the Government asa whole. The problem, 
in fact, was without precedent in the United States and plans and 
systems were the product of groping by fallible men into unfolding 
events. A common error of judgment was in the timing of advocated 


changes. Thus, those who in 1940 urged a highly centralized direction 


were demanding something which did not become really essential or 
possible until Pearl Harbor. Those who sought in 1942 still greater 
centralization of power within the Government were attempting to 
cope with problems which did not become critical until late in 1943. 


Though the development of machinery for the general direction of the 


Government paraileled the rise of conditions which required new types 
of general coordination, there was a lag in organizational adjustment 
caused by slowness in comprehending emerging conditions and in 
contriving administrative machinery to deal with them. 

In the early stages of the defense program one of the chief tasks 
of the President was to arrange the organization of Government to 
deal with forthcoming problems. By a fortunate coincidence of events 
the Executive Office of the President was established shortly before 
large-scale preparations for defense began. Its largest component, the 
Bureau of the Budget was charged, among other things, with assisting 
the President in dealing with problems of organization. Its work in 
this field was most significant in 1940 and 1941 and early 1942 when 
the basic administrative machinery for the war economy was being 
created. The Bureau of the Budget studied emerging problems that 
seemed to require additions to, or alterations in, the machinery of 
government. It reviewed proposals originating in the departments 
and formulated plans on its own initiative or at the specific request 
of the President. In other instances it attempted, on behalf of the 
President, to negotiate agreement among the principal officials of the 
administration about changes in governmental machinery which were 
of concern to him. The extensive work of the Bureau in the develop- 
ment of plans for administrative organization, the drafting of orders 
for the establishment of new agencies, and the establishment of new 
agencies as working entities demonstrated the soundness of the 
judgment of the President’s Committee on Administrative Manage- 
ment when it foresaw a need for greatly enlarged staff assistance to 
the President. 

The Bureau of the Budget was an extremely valuable instrument to 
aid the President in establishing new governmental machinery and in 
modifying it as occasion demanded. Yet once the administrative 
mechanisms were set up and became going enterprises, the problem of 


_ presidential direction of the administration took on a different color. 


The central problem became one of creating adequate means by which 
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the operations of these agencies could be directed and coordinated to 
achieve the broad national objectives imposed by the changing pattern 
of events. 


Policing the Battle for Resources 


Organization for top direction of the Government was not an easy 
problem to solve at the times when it became critical. Nor is it one 
to be simply explained or described in retrospect. In seeking to under- 
stand the various measures taken to coordinate the work of Govern- 
ment in the war economy, two fundamental factors must be kept in 
mind. First, to assure the maximum war potential our resources 
had to be devoted to the purposes which would contribute most to our 
national strength. Second, a large number of agencies of Government 
had to make decisions about the uses to which we put our resources. 

A few words of elaboration will perhaps make plain the significance 
of these propositions. Our resources; 1. e., our Manpower, our factor- 
ies and machines, our ships and railroads, our minerals and materials, 
were scarce. With thém we could not do everything that we wanted 
to do. We had to make choices. For example, would our military 
potential be strengthened more by using, say, 100,000 men to produce 
planes, to fight in the infantry, or to produce food for our allies? 

Of necessity, many Government departments and officials were 
concerned in settling such questions. The huge job of managing our 
resources had to be divided among many agencies. If one man could 
have passed on every question and seen that his decisions were exe- 
cuted, we would have had no problem of top management of the 
Government war agencies. That was manifestly impossible. Yet, if 
all agencies of the Government were permitted to proceed independ- 
ently, the situation would be something like the operation of a single 
bank account on which many people were authorized to draw checks. 
The account soon would be overdrawn and there would be no means 
of seeing that the money was spent most efficiently in promotion of 
joint enterprises. Hence, there was the difficult task of organizing at 
some central point ways and means for directing the work of all agen- 
cies of Government in such a manner that their individual actions 
would conform to a grand design for the best use of our strength to win 
the war. 

Deciding how to use our resources most effectively is not simply a 
matter of determining that one objective is more important than 
another. An intricate balance must be maintained among many 
different objectives. The machinery of Government must synchro- 
nize its operations on several fronts. Within the strictly military 
sphere, we must have the right number of rifles and cannon, the right 
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number of tanks and planes, and the right quantities of ammunition. 
Or, to put the matter in another way, ammunition without enough 
guns or too many guns for the available ammunition would be waste- 
ful. We must also have the proper tonnage of merchant shipping to 
transport our armies to the fields of battle and the correct naval 
strength to enable the Navy to perform the tasks assigned to it in the 
prosecution of war. 

The civilian population is as much a part of the fighting strength 
of the nation as the uniformed forces. Hence, we must have the proper 
quantities of food, clothing, shelter, and other essential goods to 
‘sustain the civilian population in order that the flow of weapons may 
be maintained. The mobilization of maximum strength requires also 
that our allies and friendly nations be furnished with military equip- 
ment and materials and supplies necessary to enable them to carry 
their part in the common effort. Our manpower has to be assigned 
appropriately to the military services, to industry and to agriculture. 
If proper decisions are not made on all these questions, we might have 
a larger Army than our munitions industry can supply, a larger or a 
smaller merchant marine than necessary to carry the armies and 
materials which we have, too much or too little to maintain the 
civilian population, or a surplus in some things and a deficit in others. 

Decisions on all these matters must also be thought of in a per- 
spective of time. Raw materials and human effort are not convertible 
into factories, guns, and ships overnight. We must plan ahead to 
make sure that we have arsenals to produce the right quantity of a 
given weapon at the right time. We must have housing completed for 
arsenal workers at the time they must be on hand to man the machines. 
All the equipment and supplies necessary for a particular campaign 
must be transported to the right place at the right time. Thus, an 
extraordinarily complex flow of actions, from the mine, through the 
industrial system, to the battle front, must be taken in orderly sequence 
to focus our strength at the chosen times and places. 

To make the decisions affecting all these matters, there were many 
different agencies of Government. The War and Navy Departments 
had primary responsibility for obtaining the weapons and equipment 
necessary to perform the strategic tasks assigned to them. The 
Maritime Commission had responsibility for the development of the 
merchant marine. The Department of Agriculture had long been 
vested with responsibilities in planning the production of food and 
other agricultural products. With the threat of war, the permanent 
agencies of Government were supplemented by the creation of emer- 
gency organizations. The Department of State was paralleled by the 
Board of Economic Warfare and the Office of Lend-Lease Adminis- 
tration, both having heavy responsibilities in foreign economic affairs. 


| 


376 The United States at War — 


Alongside the Department of Labor there was established the War 
Manpower Commission with broad authority for the mobilization of 
‘manpower for war purposes and the National War Labor Board with 
authority over industrial disputes. The Reconstruction Finance 
Corporation was supplemented by the establishment of a group of. 
subsidiaries to import strategic and critical materials and to finance 
construction of facilities to produce materials and other commodities. 

The problem of general management of the Government was to | 
direct the work of all these agencies so that the end results would 
constitute the most effective utilization of our resources for war. We | 
could use steel for tanks or ships or locomotives. We could use 
shipping space to bring in manganese, industrial diamonds or bananas. 
We could use manpower on the farm, in the factory, or in the Army. 

The most acute thinking on how to gear together the decisions of | 
all the Government agencies on these many questions was stimulated | 
by American experience in the First World War. In his report on the — 
operation of the War Industries Board, and in other writings, Mr. 
Bernard Baruch expounded the doctrine of priority as a synchronizing 
force. Some of the inadequate understanding of the significance of 
Mr. Baruch’s broad ideas came from the popular use of the word 
“priority”? to denote a piece of paper which entitled a man to buy a 
ton of aluminum. In fact Mr. Baruch used the word in several 
senses. 

From the standpoint of broad governmental policy, the determina- 
tion of priority involved judgments about the proportion of our 
resources which should be devoted to aid our allies rather than for 
use by our own forces, judgments about the level of production which 
should be maintained for domestic civilian use at the expense of 
direct military production, judgments about the extent to which we 
should develop a merchant marine at the expense of the Navy or vice 
versa. The making of broad decisions on these matters of necessity 
controlled many subordinate issues. Thus, if there were to be so 
many destroyers, there had to be the appropriate number of guns to 
equip them. The determination of priority in this broad sense 
usually is accomplished by an analysis of requirements and supply. 
The process of analysis requires a tabulation of the needs of all the 
Government programs which draw upon the economy. Alongside 
these tabulations are then placed estimates of the total available 
supply of steel, aluminum, copper, or components. If the needs of 
all programs of the Government can be met within the available 
supply, no problem of priority arises. In fact, however, all the 
stated requirements can never be met and it is necessary to make a 
broad determination to have, say, a smaller military effort or a more 
straitened civilian economy than was initially proposed. The analysis 
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of requirements and supply also permits informed decisions on expan- 
sions of supply. 

Priority in the broad sense of the preceding paragraphs differs from 
the use of the priority power to control the flow of material and com- 
modities through the production system. The flow of materials and 


- commodities, of course, must be in accord with the general program 


of production but in this narrower sense, the exercise of the priority 
power means that the producer of copper, for example, is instructed by 
Government order, about the persons to whom he may deliver his 
product, and in what quantities. Or the producer of electric motors 


is instructed to deliver a certain portion of his output to a producer 


of Navy planes and another portion of his output to producers of 
refrigerators for use in housing in crowded war production areas. 
The priority power also is used to assign facilities to various types of 
production or to prohibit their use in the production of nonessential 
items. These devices contribute to the disciplining of the industrial 
system in line with requirements of the over-all economic program. 

In still another sense the term “priority” is used to describe a 
directive from one Government agency to another to assure operation 
in accordance with the central economic plan. Thus, the public 
employment agencies may be guided by a system of priorities in 
referral of available manpower. The procurement agencies may be 
limited in the quantities which they may purchase in keeping with 
the conclusions arrived at through the analysis of requirements and 
supply. Other governmental agencies which affect the operation of 
the economic system likewise may be governed by a system of direc- 
tives or priorities calculated to synchronize the effects of all their 
operations. 

From the standpoint of the top management of the Government, 
only the determination of very broad priorities affecting the distribu- 
tion of the resources of the country and the determination of related 
priorities governing the activities of other agencies of the Government 
are significant. By trial and error and through the force of events 
as the war program developed, these problems of priority were dealt 
with in administrative machinery and procedures. During the period 
of the National Defense Advisory Commission, the demands on our 
resources were so small that it was not necessary to calculate with 
extreme care how we should utilize what we had. The beginnings of 
systematic central coordination of the Government’s procurement and 
production activities are to be found in the Office of Production 
Management. The order establishing this Office issued in January 
1941, directed it to— 


A. Formulate and execute in the public interest all measures needful and 


- appropriate in order (1) to increase, accelerate, and regulate the production and 
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supply of materials, articles, and equipment and the provision of emergency 
plant facilities and services required for the national defense, and (2) to insure 
effective coordination of those activities of the several departments, corporations, 
and other agencies of the Government which are directly concerned therewith. 

B. Survey, analyze, and summarize for purposes of coordination the stated 
requiremeats of the War and Navy and other Departments and agencies of the 
Government, and of foreign governments for materials, articles, and equipment 
needed for defense. 

When the Office of Price Administration and Civilian Supply was 
established in April 1941, an attempt was made to define its powers 
in such a manner that its allocation work would be coordinated with 
the work of the Office of Production Management. OPACS was to 
allocate among civilian uses the residual supply which remained after 
military and other defense requirements were met. Thus OPACS 
might determine whether the available supply of steel for civilian use 
should be used in the manufacture of locomotives or threshers. 

A next step in the development of machinery for coordination of 
activities of the Government was taken in establishment of the Supply 
Priorities and Allocations Board late in August 1941. By this action, 
a policy board, representative of the major agencies concerned with 
the defense program, was superimposed over the Office of Production 
Management and the civilian allocation function of OPACS was 
transferred to the Office of Production Management. SPAB was 
directed to ‘‘determine the total requirements of materials and com- 
modities needed respectively for defense, civilian, and all other pur- 
poses; establish policies for the fulfillment of such requirements, and, 
where necessary, make recommendations to the President relative 
thereto.” The Board included the heads of the agencies primarily 
concerned with industrial production: the Secretary of War, the 
Secretary of the Navy, the Special Assistant to the President super- 
vising the defense-aid program and the Chairman of the Economic 
Defense Board. In addition, the Director General and Associate 
Director General of the Office of Production Management and the 
Administrator of the Office of Price Administration were members. 
The Board thus was designed to bring together the responsible officials 
concerned with the military sphere, with civilian supply, and with 
export and economic warfare policy. The implicit theory was that 
a unified policy would emerge from this type of administrative 
machinery. 

The order establishing the Board also attempted to define its 
relations with other agencies which exercised powers affecting the 
economy. It was empowered to make allocations of materials and 
other commodities among military, economic defense, defense aid, and 
civilian claimants of the defense program. Theoretically, it could by 
this means determine the emphasis to be given to these various aspects 
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of the Government’s program. The Office of Production Manage- 
ment, subject to the policies of the Board, was authorized “with 
reference to specific priority authorities vested by law in established 
_ departments and agencies of the Government” to “certify to such 
departments and agencies, when the Office of Production Management 
deemed such action necessary to national defense, that preferential 
treatment is essential for certain materials, commodities, facilities, or 
services.” OPM also was authorized to determine priorities to be 
followed by the Maritime Commission in the allocation of import 
space on merchant vessels. Under administrative arrangements 
developed during the summer of 1941, the detailed findings of OPM, 
derived from analysis of requirements and supply, could be trans- 
mitted to the Maritime Commission for its guidance in lifting cargo for 
import. The Executive order was silent on the relationship of the 
Board to the Reconstruction Finance Corporation and its subsidiaries 
which financed the construction of plants and the acquisition of 
materials. It was essential that these activities be conducted in 
accordance with the findings of the analysis of supply and require- 
ments; working arrangements were in existence, although they did not 
operate without friction. The correction of this kind of situation 
probably was contemplated by the clause of the Executive order which 
provided that the Board should establish policies for the fulfillment of 
requirements and “where necessary, make recommendations to the 
President relative thereto.” 

After Pearl Harbor it became possible to take further steps in 
organization for coordination and on January 16, 1942, the War 
Production Board was established. The Board inherited the powers 
of the Office of Production Management and of the Supply Priorities 
and Allocations Board. Its powers were vested in the Chairman of 
the Board, who was advised by the members of the Board, which con- 
sisted, among others, of the Secretary of War, the Secretary of the 
Navy, the Federal Loan Administrator, the Price Administrator, the 
Chairman of the Board of Economic Warfare, and the Special Assistant 
to the President supervising the defense aid program.! The Chair- 
man of the Board was authorized to ‘‘exercise general direction over 
the war procurement and production program”’ and to ‘‘determine the 
policies, plans, procedures, and methods of the several Federal depart- 
ments, establishments, and agencies in respect to war procurement 
and production.”’ He also was authorized to exercise all the powers 
which had theretofore been vested in the predecessor agencies. 

Almost from the outset the powers vested in the Chairman of the 


1 At the outset the Board also included the Director General and the Associate Director General of the 
Office of Production Management. With the abolition of these offices these officials ceased to be members 
of the Board but subsequently other officials were added to its membership. 
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War Production Board were challenged by other Government agencies. 
The opposition, led by the War Department, did not subscribe to the 
doctrine that war is too important a matter to be left to the military. 
Scarcely had the War Production Board begun operations when the 
War Department proposed a reorganization of WPB and hotly 
criticized the Chairman of the Board. In the summer of 1942, the 
Joint Army and Navy Munitions Board almost succeeded in a coup 
to require its concurrence in the principal actions by the War Produc- 
tion Board. Thus was inaugurated a running fight between the War 
Department and the War Production Board which was to continue for 
several years. It was fought through the press by spokesmen for the 
War Department, who consistently sought to create an attitude which 
belittled the principal officials of WPB and challenged its technical 
ability. Under cover, other efforts were made to bring about the 
removal of WPB officials and to undermine their status within the 
Government. 

Apart from the more or less inevitable resistance of the military 
to civilian control from any source, the powers vested in the War 
Production Board and the general theory of one-man control of the 
allocation of our industrial resources were subject to limitations which 
had not been clearly foreseen. If the Chairman of the War Production 
Board could determine in his own right the resources which the 
military agencies received, he could determine what kind of war was 
to be fought. He could, for example, have determined the relative 
emphasis upon military effort in the air and on the ground. He would 
have become, in effect, Commander in Chief. The determination 
of questions of broad strategy had to be reconciled with the power of 
the Chairman of the War Production Board for the coordination 
of our industrial effort by agreement with the Joint Chiefs of Staff, 
a mechanism for the coordination of military operations. If it became 
impossible, by pinching other segments of the economy, to meet the 
needs of all aspects of proposed military programs, the Joint Chiefs 
of Staff would determine what adjustments should be made among 
the various elements of the military production program. 

The War Production Board limited itself to certain types of ques- 
tions. Its experts submitted the programs of the military agencies 
for the production of weapons and munitions to a most-searching 
review. Ordinarily, however, even the highest officials of the War 
Production Board had no knowledge of the strategic plans which were 
to be effectuated with the items to be produced; hence, their criticisms 
were limited to matters suggested by the internal evidence of the 
military production programs. If, for example, the quantity of spare 
parts scheduled to be produced for a known quantity of tanks appeared 
to be too large, they could raise questions and suggest that battle 
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experience should be brought to bear on spare planning as soon as 
practicable. If a greater quantity of bombs was scheduled to be 
manufactured than possibly could be transported by the bomber 
force to be available, that discrepancy could be pointed out. Con- 
tinuing searching criticism often brought appropriate alterations by — 
the military agencies. : 

It was extremely difficult for a civilian agency to question projects 
justified on grounds of military necessity. Many such undertakings 


_. turned out to be a highly uneconomical application of resources even 


from the strictly military point of view, but the challenge of civilian 
coordinators to this sort of project tended to be criticism rather than 
authoritative disapproval. A good example is the Canol project 
which was initiated in 1942 at about the time of the high tide of 
Japanese expansion. The project involved construction of an oil 
products distribution system for the Alcan Highway, oil-well develop- 
ment in Canada, the construction of a pipe line from Norman Wells 
to White Horse and the erection of a refinery. It became evident 
later that less costly alternative means of meeting the need had not 
been considered by the War Department. Though there was little 
evidence that strategic necessity for the project had been coldly 
considered, a central coordinating agency was in a weak position to 
substitute its judgment for that of the War Department on the 
question of whether the probability of Japanese movement across our 
Alaskan communication lines warranted the outlay of resources 
necessary to develop a local supply of petroleum rather than their 
use in some other way. ‘This case is, of course, only a single illustra- 
tion of the type of problem which continually faces a central coordinat- 
ing authority. It must weigh its judgment, which is based on a view 
of all war needs, against the judgment of officials charged with 
responsibility for results in certain sectors of the war program.’ 

The War Production Board also checked carefully the estimates 
of the military agencies of the materials and components which would 
be required to meet their needs. This review, however, was no 
different from that applied to the programs of the nonmilitary agencies 
of the Government. These estimates usually were inflated, although 
one should not underrate the technical difficulties of computing, for 
instance, what quantities of alloy steel had to be put into proper 
production channels during a particular three-month period if one 
were to have a specified number of tanks on hand at a given time in 
the future. Nevertheless, in the review of requirements it was often 
possible to reduce requests for steel, for example, without actually 
affecting the scheduled output of tanks or airplane motors. 


2 See Senate Report No. 10, pt. 14, 78th Cong., Ist sess, (Jan. 8, 1944)s 
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If the power of the Chairman of the War Production Board had 
been carried to the limits expected by those seeking one-man control, 
be also would have been vested, in effect, with power to determine 
our economic foreign policy. He could have determined the magnitude 
_ of our lend-lease assistance to various of our allies and associates and 
the nature of our program of economic warfare. 

The War Production Board was handicapped in its developmental 
stages by defects in administrative technique. It was naive to suppose 
that the Chairman of a War Production Board could sit at a table with 
the top officials of other agencies and determine the strategy for 
utilization of our economic resources. That job required the collabo- 
ration of literally thousands of men. The fundamental problem of 
technique was that of making sure that the broad decisions allocating 
large slices of our resources for various purposes were made effective 
through mechanisms for the detailed control of the flow of resources 
through the economic system and for the distribution of its products 
among different purposes. In this, the experience of the first World 
War was practically useless since the priorities procedures of that day 
were primitive in contrast with the refined techniques eventually 
developed by the War Production Board. By the end of 1942 there 
evolved the controlled-materials plan which was an effective method 
of executing broad allocation decisions in detail and of maintaining 
an effective control over the operations of each of the agencies of 
Government authorized to draw upon our resources. 

The upshot of the evolution of the War Produetion Board was that it 
became not so much a center of leadership and policy initiative in 
the Government as a point at which total resources could be determined 
and the limitations on what could be done defined. Within the 
boundaries fixed by analyses by the War Production Board it was 
possible for decisions to be made by the President, by the Joint Chiefs 
of Staff, and by negotiation among the agencies of Government. The 
coordinating procedures of the Board would show when it was impos- 
sible to carry out all proposed programs. Some programs had to yield 
and in some instances WPB determined which was to yield. In other 
instances the decision was made at a higher level. 


Managing the Anti-Inflation Program 


The chain of events leading to the formation of the War Production 
Board and the experience with the operations of the Board thoroughly 
demonstrated that management of the home front could not be pivoted 
solely on the control of industrial production. No one foresaw the 
kinds of broad administrative problems which would arise in the appli- 
cation of a determined policy of economic stabilization. This in part 
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was attributable to the fact that in World War I no real program of 
economic stabilization had been executed. Prices generally were 
allowed to rise without effective restraint. In World War II a 
radically different policy was followed and it eventually became 
necessary to establish a system for the overhead control of the agencies 
of Government concerned with maintenance of a stable price level. 

The separate network of supervisory control over stabilization 
agencies resulted in part from the policy of withholding power to 
_ control prices from agencies concerned with production. This policy 
was based on the fact that agencies of Government tend to represent 
the interests of a constituency rather than to speak for the general 
welfare. The industry divisions of the War Production Board, for 
example, ordinarily were closely attached to the interests of the indus- 
tries with which they were concerned. The Department of Agricul- 
ture has won no reputation for restraint in the advocacy of the interests 
of the farm population. It was believed that vesting control over 
prices in agencies closely affiliated with groups which desired price 
adjustments might result in an ‘‘easy” price policy. The strategy in 
the creation of an Office of Price Administration was to avoid these 
risks and to establish an administrative structure consisting of persons 
with an institutional interest in price stabilization. 

The denial of the power of price control to agencies with a marked 
orientation toward an important clientele was criticized by both 
Congress and the public. It was urged persistently in Congress that 
the power of fixing prices of agricultural commodities should be placed 
in the Department of Agriculture and organizations of farmers were 
favorable to the vesting of this authority in the Secretary of Agricul- 
ture. The Price Control Act, adopted in January 1942, provided that 
no prices might be fixed “with respect to any agricultural commodities 
without the prior approval of the Secretary of Agriculture.” This 
legislative provision immediately created a problem of coordinating 
the activities of the Office of Price Administration and the Department 
of Agriculture. 

The case for separation of price control and production control was 
not one-sided. Under normal circumstances, price is the principal 
means for guiding production and even in a war economy prices and 
wage rates may have an important influence on what is produced. 
Nevertheless, in an economy controlled for war upward adjustments 
of prices generally result not in increased production but in higher 
prices for the same amount of production. Thus, if a factory is 
assigned a quota of 25,000 pressure cookers which if cannot exceed, 
the stimulant of a price increase will not boost production above that 
level. Or, if a factory is allotted 10,000 pounds of aluminum with 
which to manufacture kitchen utensils, the output is not likely to be 
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raised significantly by a price increase. Price incentive was thought 
to be more important in the production of military goods and the 
procurement agencies were, for all practical purposes, free to offer 
what was necessary to induce production. In some fields, price 
adjustment did have some utility in causing minor adjustments in 
output by preventing the drift of workers, for example, from low- 
wage industries whose output was essential. In agriculture, price 
management is much more important in the manipulation of produc- 
tion than in manufacturing. These and other considerations stimu- 
lated a drive in 1942 by production agencies to acquire powers of 
price fixing over commodities in which they were interested. 

Generally the adjustment of prices to meet the needs of the pro- 
duction agencies was handled by negotiation between the agency con- 
cerned and the Office of Price Administration. In a few situations, 
however, formalized arrangements for consultation existed. Thus, 
the Premium Price Quota Plan Committee was a joint WPB-OPA 
group which determined what increases in production of copper, lead 
and zinc by individual mines would be necessary in order to qualify 
for premium price payments by the Metals Reserve Company. By 
this sort of subsidy, increased output of particular commodities might 
be stimulated without raising their prices generally and by such ad- 
ministrative arrangement the views of both the production planning 
and price control agencies might be blended. Often, however, 
interagency agreement could not be reached by negotiation and it 
was necessary for differences to be settled by the President or by some 
person acting for him. Furthermore, the maintenance of a general 
stabilization policy required some means for controlling wage policy 
and for managing tax and borrowing policy in harmony with price- 
control policy. 

‘The execution of a broad program of economic stabilization necessi- 
tated extensive coordination by the President or by some person 
acting on his behalf because a great many agencies of the Government 
possessed powers which had to be used properly if economic stabiliza- 
tion were to be assured. The Office of Price Administration had 
acquired price-fixing authority over most industrial products and over 
agricultural commodities with the concurrence of the Secretary of 
Agriculture. The Treasury, with responsibility for formulating 
administration policy on taxation and on borrowing, possessed powers 
of first-rate importance in the promotion of economic stabilization. 
The Reconstruction Finance Corporation, through its various sub- 
sidiaries, subsidized certain types of production and distribution to 
prevent upward price movements in some sectors of the economy. 
The War Labor Board, with its responsibility for wage policy, had to 
make decisions profoundly affecting price levels. It gradually 
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became clear that the operations of all of these and other agencies had 
to be subjected to some central direction if their efforts were to con- 
tribute effectively to the prevention of excessive price rises. 

Earlier. authority having been inadequate, the President in Sep- 
_ tember 1942, demanded the enactment of legislation to enable him to 
prevent a rise in the cost of living. A bill approved October 2 author- 
ized the President “on or before November 1, 1942, to issue a general 
order stabilizing prices, wages, and salaries affecting the cost of living; 
and, except as otherwise provided in this act, such stabilization shall 


_ insofar as practicable be on the basis of the levels which existed on 


September 15, 1942.” In executing this act, the President had the 
alternative of supervising the Government agencies concerned him- 
self or of creating a special assistant to act on his behalf. He chose 
the second alternative and on October 3, 1942, established in the 
Executive Office of the President an Office of Economic Stabilization 
headed by a Director of Economic Stabilization. The Director was 
instructed to advise with an Economic Stabilization Board consisting 
of the Secretaries of the Treasury, Agriculture, Commerce, and Labor, 
the Chaieman of the Board ot Governors of the Federal Reserve 
System, the Director of the Bureau of the Budget, the Price Adminis- 
trator, the Chairman of the National War Labor Board, and two 
representatives each of labor, management and farmers. To give 
effect to the policy of economic stabilization he was empowered to 
issue directives on policy to the Federal departments and agencies 
concerned. 

The Kxecutive order also contained specific provisions relating to 
significant types of coordination which had to be effected if the actions 
of the individual agencies were to fit together. For example, if the 
War Labor Board or the Price Administrator believed that a pro- 
posed wage increase might require a change in the price ceilings of the 
commodity or service involved, the proposed increase woula become 
effective only if approved by the Director of Economic Stabilization. 
Disagreements between the Secretary of Agriculture and the Price 
Administrator over agricultural prices were to be settled by the 
Director. The Reconstruction Finance Corporation, the Commodity 
Credit Corporation and other governmental agencies were made sub- 
ject to instructions by the Director with respect to the su bsidization 
of any commodity to insure maximum necessary production or to 
prevent price rises. 

In operation the Office of Economic Stabilization consisted of the 
Director and only a handful of assistants. Its physical location in 
the White House had the effect of giving notice to the agencies and 
departments that its operations were supported by the President. 
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Although the Office had been instructed in its Executive order to 
formulate and develop ‘‘a comprehensive national economic policy 
relating to the control of civilian purchasing power, prices, rents, 
wages, salaries, profits, rationing, subsidies, and all related matters,” it 
actually operated more after the fashion of a court of appeal. It 
waited for conflicts to develop between agencies and then, on the basis 
of such information as it could accumulate, made a decision. 

Events in late 1942 and the first half of 1943 placed a great strain 
on the price ceiling and illustrated the role of central machinery in 
leading the fight for economic stabilization. Operations under the 
order of October 1942, did not stop the rise in the cost of living. By 
April 1943, it had risen approximately 6.2 percent above the level of 
September 1942, at which Congress had said prices and wages should 
be stabilized. Food prices generally were up 13 percent and the 
retail prices of fresh fruits and vegetables were 58 percent above 
the levels of September 1942. Farmers and the Department of 
Agriculture were dissatisfied with prices for agricultural commodities. 
Labor unions sought wage increases to meet rising costs of living. 
The situation was made more complex by congressional intervention 
and threatened intervention and by difficulties within the adminis- 
trative agencies. A high order of politico-administrative tightrope 
walking was required to maintain a political and economic equilibrium. 


Cuart 46. Coordinating the Fight Against Inflation. 
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The Office of Price Administration, which had primary responsi- 
bility for holding down prices, at times seemed to be on the verge 
of collapse. Leon Henderson resigned as Price Administrator on 
December 18, 1942, amid charges that the OPA had been responsible 
for Democratic losses in the 1942 congressional elections. Former 
Senator Prentiss M. Brown was sworn in as Price Administrator on 
January 18 and, in accordance with the President’s instruction, began 
a campaign to bring OPA through congressional investigations with 
an appropriation sufficient to finance the price-control job. 

During the next three months OPA was deluged with appeals for 
price increases from businesses which interpreted Henderson’s resigna- 
tion as a sign that price controls were to be relaxed. Dozens of appeals 
were made by Congressmen on behalf of their constituents. Staff 
of the OPA, brought into the agency by Senator Brown, carried on 
a running fight in the press against other officials of the agency. 
Observers of the OPA reported: ‘It takes longer than ever before 
to act on important questions of policy... OPA is in danger of being 
discredited with the trade for its toughness, discredited with labor 
and the consumer for its softness, and discredited with its own person- 
nel for the absence of direction and the vacillation in vital matters.” 

Meanwhile, pressure groups were making a strong drive for higher 
farm prices. Before adjournment of Congress in December, the 
House of Representatives, without a negative vote, passed a bill to 
require inclusion of farm labor costs in the computation of parity 
prices. This measure revived the issue which had threatened to 
prevent passage of the October 1942 Stabilization Act. Soon after 
the new Congress met in January, the House Committee on Agriculture 
again approved unanimously a bill to revise the parity formula by 
including farm labor costs and on March 19, 1943, the bill passed the 
House of Representatives.’ 

While the farm labor cost bill was being considered, the Senate 
approved the Bankhead bill which prohibited the deduction of sub- 
sidies paid to farmers in the computation of parity prices. The 
objective of this bill was to override a provision of the Economic 
Stabilization Order of October 3, 1942, which stated: ‘‘appropriate 
deductions shall be made from parity price or comparable price for 
payments under the Soil Conservation and Domestic Allotment Act, 
as amended, parity payments under the Agricultural Adjustment 
Act of 1938, as amended, and governmental subsidies.” * Application 
of this policy in setting ceiling prices on potatoes and flour had pro- 
voked a storm of protests from Congress. The Bankhead bill was 
passed on February 25 by a vote of 78 to 2; the House approved a 


2 Congressional Record, vol. 89, pt. 2, p. 2272. : 
4 Executive Order No. 9250, title IV, section 2, Oct. 3. 1942, 7 Federal Register 7871. 
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similar measure on March 24 by 149 to 40; and on March 31 the bill 
was sent to the President for his signature.® 

On April 2 the President vetoed the Bankhead bill. He pointed 
out that under the bill the price of sugar could rise a cent and a half a 
pound, the price of bread might go up a cent a loaf, and the price of 
corn could rise almost 10 percent, which would “certainly call forth 
a demand for higher prices for hogs, and livestock, poultry, eggs, 
milk and other dairy products.” Although “farmers generally are 
encountering increasing difficulty in securing necessary farm labor, 
farm equipment, and fertilizer . . . higher prices cannot, when steel 
is scarce, create new machinery; higher prices cannot, when man- 
power is short, create additional workers. In fact, higher prices for 
crops like wheat and corn might actually divert labor and machinery 
away from the production of other essential crops, such as soybeans, 
flax, grain sorghum, beans, and potatoes.” ® 

As the cost of living increased and farm pressure groups marshaled 
their strength in Congress, a wage crisis developed in the demands of 
the United Mine Workers of America for higher wages to offset the 
rising cost of living. With price and wage controls threatened, the 
President on April 8, 1943, issued his ‘‘Hold-the-line” order which 
provided for better coordination of wage and price controls and also 
set forth more definite policies to guide the War Food Administration, 
Office of Price Administration, and War Labor Board. 

Machinery for coordination was strengthened by delegation to the 
Director of Economic Stabilization of all powers and duties conferred 
upon the President by the Stabilization Act of October 3, 1942. The 
Director of Economic Stabilization was authorized and directed to take 
such action as he deemed necessary ‘‘to stabilize the national economy, 
to maintain and increase production and to aid in the effective prose- 
cution of the war.” 

The order directed: (1) the Price Administrator and the Food 
Administrator “to place ceilings on all commodities affecting the cost 
of living . . . to reduce prices which were excessively high, unfair, 
or inequitable,” and in the future to grant price increases only to the 
“minimum extent required by law’’; and (2) the National War Labor 
Board and the Commissioner of Internal Revenue to “authorize no 
further increases in wages or salaries except such as are clearly neces- 
sary to correct substandards of living” or to compensate “for the rise 
in the cost of living between January 1, 1941, and May 1, 1942.” 

To reduce labor turn-over and to strengthen wage controls, the 
Chairman of the War Manpower Commission was authorized “to 
forbid the employment by any employer of any new employee or the 


5 Congressional Record, vol. 89, pt. 2, pp. 571, 632, 1308, 2438, 2826. 
6 Congressional Record, vol. 89, pt. 2, pp. 2828-30. 
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acceptance of employment by a new employee except as authorized in 
accordance with regulations” issued by the Chairman of the War 
Manpower Commission with the approval of the Economic Stabiliza- 
tion Director, ‘‘for the purpose of preventing such employment at a 
wage or salary higher than that received by such new employee in 
his last employment unless the change of employment would aid in the 
effective prosecution of the war.” 

Meanwhile, Congress held the vetoed Bankhead bill in committee as 
a threat to the stabilization program. Action by Congress assuring 
- higher food prices would have been an open invitation to the United 
Mine Workers to press their wage demands to the utmost. The 
contract between the union and the bituminous mine operators expired 
on March 31, and the union demanded a new contract which would 
provide a basic wage increase of $2 per day, an increased vacation 
bonus, portal-to-portal pay, and a 6-day-week guaranty. These 
demands were clearly in conflict with the stabilization program and the 
“Hold-the-line” order. Negotiations between the union and the 
mine operators, in which conciliators of the Department of Labor 
participated, broke down and the dispute was certified to the War 
Labor Board. The union refused to send representatives to a pre- 
liminary hearing called by the Board on April 24 and it seemed that 
the Board might not be able to survive the labor dispute. The 
President appealed to the miners to stay on the job; and the War 
Labor Board ordered the striking miners to return to work. But by 
May 1 approximately 400,000 miners were out on strike and mining 
operations had virtually stopped. 

On May 1, 1943, the President directed the Secretary of the Interior to 
take over and operate the coal mines in the name of the United States 
Government and shortly thereafter some 3,400 bituminous mines 
were under Government operation. On June 23, union officials in- 
structed workers to return to the mines and, contingent upon con tinued 
Government operation, to remain at work until October 31, 1943. 
By October 12, however, it was possible to return to private operation 
all the seized mines. 

In May, the Administration launched a program “to roll back the 
cost of living and then to hold it,” with the Office of Price Adminis- 
tration taking the lead. Price Administrator Brown announced a 
four-point program to achieve this objective. The program was: 
(1) ‘‘to extend price control across the board, to every important com- 
modity,” (2) ‘to roll back those prices which have got out of hand. 
The prices of meats, fresh and canned vegetables, coffee, among others, 
will be rolled back,” (3) ‘to establish specific dollars-and-cents prices 
for foods,” (4) ‘‘to bring the chiseler, the racketeer, the black market 
operator to justice.” The Price Administrator pointed out that he 
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had opposed passage of bills to increase farm prices. ‘Today we are 
faced with a crisis on the wage front . . . I am compelled to point 
out that if this wage increase [to the mine workers] is granted, 
increases cannot be denied to workers in other industries and in- 
creased prices cannot be denied to farmers. These increases in 
wages and in farm prices can only mean further rises in the cost of 
living. What will it profit workers to have more dollars in their pay 
envelopes if it takes all these extra dollars, and perhaps more, to feed 
and clothe their families?” 

During May and June, OPA moved on each of these fronts. By the 
end of June, dollars-and-cents maximum prices, covering, on the 
average, about 1,000 grocery items, had been established in approxi- 
mately 200 major cities. Ceiling prices were placed on 22 commodi- 
ties and on food and beverages sold in restaurants. Prices of 39 com- 
modities were “rolled back.”’ A survey was conducted by 200 in- 
vestigators in 250 coal mining communities to determine the extent 
of violation of OPA price regulations. 

The most sweeping action was announced on May 7—a reduction 
of about 10 percent in retail prices for beef, veal, pork, lamb, mutton, 
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coffee, and butter. The Price Administrator announced that, to 
prevent these reductions from affecting production adversely, ‘he 
was recommending to the Secretary of Commerce that subsidy pay- 
ments be made to processors of the commodities involved.”” Economic 
Stabilization Director Byrnes stated that the program had his “full 


‘approval and that he was asking the Secretary of Commerce to take 


the necessary steps to carry it into effect.”*® The “roll back” sub- 


sidies were to go into effect on June 1 and the total cost of the program 
was estimated at $400 million. 

Opposition to the ‘‘roll back” program developed quickly. Repre- 
sentatives of retail distributors predicted “‘complete demoralization 
if not annihilation.” ®° The House of Representatives voted 160 to 106 
to terminate the roll back subsidy program on July 1 and to prohibit 
future use of subsidies for the purpose of holding down consumer 
prices.” Price Administrator Brown informed a skeptical Senate 


- Banking and Currency Committee that it would be impossible for the 


Office of Price Administration to ‘implement the mandates of the 
Price Stabilization Act without using Federal subsidies to ‘roll back’ 
agricultural prices.” He pointed out that the Stabilization Act 
specified September 15 levels for retail prices, required fair and 
equitable margins for processors and distributors, and fixed parity as 
a minimum below which prices could not be set. 


Toward More Inclusive Overhead Management 


The very existence of a top policy office like the Office of Economic 
Stabilization, closely connected with the President, attracted to it for 


- decision interagency issues not strictly within the sphere of stabiliza- 


tion. Thus, a train of events was set in motion which was to bring 
about an enlargement of the machinery to assist the President in the 
management of the Government as a whole. In fact, the Executive 
order establishing OES gave to it power to make policy decisions on 
rationing, a matter certainly not unconnected with stabilization but 
which theretofore had been considered in a different administrative 
context. The general theory had been that when the analysis of 
potential requirements and supply indicated a possible shortage of an 
item of essential and universal civilian need, the allocating authority 
would order that item to be rationed for civilian consumers. Since the 
allocating agencies, however, were not disposed to make timely 
rationing determinations, OPA, which had established a Nation-wide 
system of local rationing boards, acquired a keen interest in rationing 
policy. It was concerned lest it be directed to initiate rationing pro- 


8 OPA Press Release No. 2466, May 7, 1943. 
* New York Times, May 19, 1943, p. 1, col. 3. 
10 Congressional Record, vol. 89, pt. 5, p, 6124, 
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grams without adequate time to act before shortages became serious. 
It became involved in disputes with the War Production Board, the 
Petroleum Administration for War, and the War Food Administration 
over such questions. 

The inadequate appreciation by the allocating agencies of the 
problems of rationing came in part from a lack of knowledge of the 
technical problems of rationing, from a lack of concern for the interest 
of the consumer, and from fear that rationing might result in the dis- 
turbance of preexisting patterns of distribution within the industry. 
The Office of Petroleum Coordinator, for example, in 1942 fought the 
introduction of gasoline rationing, in part because it failed to see the 
need for rationing, and in part because of its desire to maintain the 
existing allocation of business among distributors. The potential 
effect of the desire of OPC to maintain the pattern of distribution was 
demonstrated by the temporary rationing measures undertaken in 
1942 which allocated to filling stations a uniform percentage of their 
earlier intake. The consequence was that some stations had more 
gasoline than they could sell and others had a totally inadequate 
supply. OPA contended that rationing programs should assure a 
distribution of the rationed commodity in accordance with consumer 
needs as shown by the use of ration coupons. The existence of such 
issues between OPA and the allocating agencies created a need for a 
common superior to settle them. With the creation of OES such a 
superior at a subpresidential level came into existence. 

OES was given further powers by the Executive order of December 
1942, vesting control over food in the Secretary of Agriculture. That 
order attempted to divide the priority power between WPB and the 
Secretary of Agriculture. It was impossible, however, for both the 
Chairman of WPB and the Secretary of Agriculture to determine the 
allocation of steel and other products between agricultural and other 
uses. Under this order, the Secretary of Agriculture might come into 
conflict with the Chairman of WPB in several areas. For example, 
the Chairman of WPB might not grant enough farm equipment to 
meet the requirements of the food program as seen by the Secretary 
of Agriculture. The two officials might not agree on the division of 
import space between foods and nonfood commodities. The order 
provided that disagreements between the Secretary of Agriculture 
and the Chairman of WPB would be settled by a person designated by 
the President, who named the Director of Economic Stabilization. 

Soon after the establishment of the Office of Economic Stabiliza- 
tion, the problems of relations between WPB and other agencies in 
allocating economic resources were brought toward a solution. Under 
the controlled materials plan the requirements of governmental 
agencies could be considered as a whole and delegations made by 
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_ WPB to other agencies to deal with many detailed questions. PAW, 


for example, by the Executive order of December 2, 1942, was given 
broader authority over the petroleum industry. It became a claimant 
agency before WPB for the material and equipment necessary to 


maintain the petroleum industry. That is, PAW estimated the 
quantities of machinery, piping, and other supplies necessary to pro- 


duce the required quantities of petroleum. These estimates were 
justified by the presentation of data showing what would be done 
with the requested equipment and material. The request of PAW 
was placed by WPB alongside the requests of all other agencies and 
appropriate adjustments made to bring total demands into balance 
with anticipated supply. Necessarily, this meant that WPB could 
decide the level of operation of the petroleum industry by determining 
the materials and equipment to be available for its operations. Fur- 
ther, insofar as allocation of the products of the petroleum industry 
was necessary, procedures were devised by which WPB would inter- 
vene only when necessary to bring PAW actions into accord with the 
general war program. 

Similarly, the Department of Agriculture prepared estimates and 
justifications for farm equipment. The Office of Defense Transpor- 
tation prepared estimates of needed transportation equipment and 
justified them by relating them to anticipated transportation require- 
ments. The National Housing Agency, although not formally 
designated as a claimant agency, made studies of the need for housing 
in war production centers and presented to WPB estimates of what it 
would take to meet these requirements. Once the broad decisions 


were made by WPB, NHA through its subsidiaries was permitted to 


make the detailed decisions about what type of housing should be 
constructed and who should build them. 

These arrangements brought to a central point the broad issues 
which had to be decided to limit the total demands on the economy to 
out total resources. Such a limitation of demand insured a higher 
degree of order in the operation of the entire industrial system. Yet, 
these developments also made the position of the Chairman of WPB 
more difficult. The civilian, no less than the military officers of 
government, chafed under the restraints which were necessarily 
imposed on their operations by WPB. Under the best of conditions, 
the decisions about the quantity of farm or petroleum equipment to 
be made available were questions of the utmost gravity and difficulty. 
The heads of agencies outside WPB did not discourage the bringing of 
pressure against WPB through Congress, through the press, and 


_ through other channels. Nor were they always disposed to try to get 


along with the least practicable quantity of new material and equip- 
ment in order to permit the maximum diversion of resources to the 
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direct military effort. These agencies were disposed to advocate 
what their constituencies desired. All of these things conspired to 
make the position of the WPB Chairman extremely difficult and 
pointed toward the need for some official at a higher level who might 
be able to settle these disputes, if not to the satisfaction of the advo- 
cates of particular causes, at least in a manner so authoritative that 
they would keep quiet. 

The Chairman of the War Production Board was in the unhappy 
position of not being able to satisfy everybody. He was battered, 
abused, and cajoled by other agencies of the Government. Instead 
of being an official of infinite wisdom and endless knowledge surveying 
the national scene from an Olympian vantage point and assigning our 
economic strength where it would do the most good—as envisaged by 
some of the speculators on industrial mobilization—he became the 
much-abused referee of a free-for-all fight among agency heads who 
knew no rules and were not above loading their gloves with Congres- 
sional blocs, pressure groups, and an occasional chit initialed by the 
President at their urging. 

The tendency to place greater authority in commodity czars 
stimulated a move for another type of overhead coordination. This 
was an effort to establish an independent agency concerned with 
civilian supply. It originated with the Office of Civilian Supply of the 
War Production Board. This office was the lineal descendant of 
the Office of Price Administration and Civilian Supply whose civilian 
supply functions were inherited by the Division of Civilian Supply 
of the Office of Production Management and eventually by the 
Office of Civilian Supply of the War Production Board. Its functions 
were to estimate the needs of the civilian population and to advocate 
them before the allocating committees within the War Production 
Board. In the early stages of the life of the War Production Board, 
the Office of Civilian Supply operated principally as a gadfly to 
expedite the conversion of industry to war production. At the outset, 
it was not a defender of the civilian interest except in the sense that 
the acceleration of war production coincided with the national interest. 

The OCS functions as a defender of the civilian interest were at 
first as broad as the jurisdiction of the War Production Board. Before 
the transfer of the food priority power to the Secretary of Agriculture, 
the Office of Civilian Supply could estimate the needs of the civilian 
population for food and advocate them in competition with military 
and export requirements before the Food Requirements Committee. 
It could formulate programs for farm machinery and equipment and 
make claims before the Requirements Committee for the supplies 
which it deemed necessary. It could estimate needs for tires, trans- 
portation, consumer durable goods, and all sorts of goods and services 
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and make efforts to obtain allocations in accordance with its judgment 
of civilian needs. It was thus vested with the extremely important 
function of studying what was required to maintain the home front 
and of attempting to see that military and export demands were not 
carried so far as to impinge on the domestic production system. 

With the rise of the czars and the evolution of the controlled 
materials plan with its system of claimants, the Office of Civilian 
Supply became the advocate only for certain residual civilian needs, 
i. e., supplies not within the jurisdiction of some other agency. The 
Office of Defense Transportation estimated transportation needs of 
the civilian population and sought to obtain the materials and equip- 
ment and manpower necessary to maintain that level of transporta- 
tion. A subdivision of the Department of Agriculture estimated the 
needs of the civilian population for food and presented those claims 
in competition with military and export claims. The Petroleum 
Administration for War determined the quantities of fuel which were 
made available to the civilian population. The War Manpower 
Commission, as far as it had power to allocate the labor force, deter- 
mined how manpower would be employed in the production of goods 
and services for the civilian population. 

The Director of the WPB’s Office of Civilian Supply in December 
1942, informally proposed an Executive order to establish under the 
Office of Economic Stabilization an “Office of Civilian Supply for 
representation of the civilian economy in the war administration.” 
This office would have estimated requirements for maintenance of 
the civilian economy and it would have been empowered, through 
the Economic Stabilization Director, to issue directives to all agencies 
of the Government concerned with allocation of resources to civilian 
uses. The scheme was posited on the assumption that the prospects 
for goods for civilian use in the coming months were dark and drastic 
steps were necessary to assure a proper minimum. 

The proposed Executive order was not issued but its general idea 
found acceptance in Congress. A bill passed by the Senate early in 
May 1943, embodied, with considerable modification, the fundamental 
idea of the proposal made by the Director of the Office of Civilian 
Supply. The proposed Executive order and the bill which was 
passed by the Senate ignored the extreme difficulty of segregating 
that part of the economy which produced goods for civilian use and 
of providing special administrative arrangements to guide the opera- 
tion of that part of the economy. Nevertheless, its passage was 
symptomatic both of a need for more effective general direction of 
the agencies of Government and of a state of mind in Congress and 
the country. The bill died in the House after the Chairman of the 
War Production Board changed personnel in the Office of Civilian 
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Supply and elevated its chief to the position of Vice Chairman for 
Civilian Requirements. 

This agitation for greater control over the civilian economy did 
result in a specialized form of Nation-wide control. On the home 
front, the effects of rationing, production control, price fixing, con- 
struction of essential public works, and other activities all eventually 
made themselves felt in individual communities. It was extremely 
difficult to foresee from Washington all the things that needed to be 
done in a particular community in order that its contribution to the 
promotion of the war might be most effective. Problems arose 
especially in areas which had become congested as a result of expan- 
sion of war production or other war-connected activities. The Secre- 
tary of the Navy became concerned about conditions around port 
areas such as Portland, Maine; Newport, R. I.; Hampton Roads, Va.; 
San Diego and San Francisco. On the basis of surveys made for him, 
the Secretary of the Navy recommended to the President that he 
establish a coordinating committee with power to bring about the 
necessary coordination of Federal agencies in congested areas and to 
stimulate concerted work of Federal and local agencies. 

On April 7, 1943, the President set up the Committee for Congested 
Production Areas consisting of the Director of the Bureau of the 
Budget as Chairman and one member from each of the following 
agencies: War Department, Navy Department, War Production 
Board, Federal Works Agency, National Housing Agency, War Man- 
power Commission. The Committee through its director designated 
an area director for each area which was found to be congested. The 
area director observed the progress of all Federal agencies in his area, 
and, through local channels or through the Washington office of the 
Committee, stimulated actions needed to cope with pressing problems 
in the locality. Through the members of the Committee it was possi- 
ble to bring to the attention of high level officials in Washington 
matters within the jurisdiction of their agencies which had been 
neglected or which required more expeditious action than had been 
obtained. 

Paralleling developments and discussion within the Administration 
of the problem of overhead management of the Executive Branch, 
there had been extensive agitation in Congress for establishment of an 
Office of War Mobilization. As early as December 1941, a House 
committee had proposed that there be created a single agency of the 
Federal Government with complete control over production and pro- 
curement. Other Congressional committees and subcommittees from 
time to time recommended reorganization of the machinery for top 
direction of the war agencies. In May 1943 the Subcommittee on 
War Mobilization of the Senate Military Affairs Committee reported 
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on an inquiry into the overhead direction of the war effort. It con- 
cluded that questions of economic stabilization, production strategy, 
and manpower policy were being settled in separate compartments by 
the Office of Economic Stabilization, the War Production Board, and 
the War Manpower Commission. It observed that the Office of 
Economic Stabilization limited itself ‘to curative rather than preven- 
tive action.” It recommended that there be established a War 
Mobilization Board which would formulate and submit to the Presi- 
dent for his approval a comprehensive program for “‘mobilization and 
maximum utilization of the Nation’s resources for the supply of 
military forces and essential civilian need.”” The Chairman of the 
Board would have been empowered, with the approval of a majority 
of the Board, to issue instructions and orders to the Executive depart- 
ments and agencies. This report of the committee and other con- 
temporary discussions were stimulated in part by extensive disputes 
among the various production czars in the early months of 1943 over 
the relative urgency of production programs in which they were 
interested. 


The Office of War Mobilization 


All the forces that have been detailed—the recurring difficulties in 
policing the battle of resources, the problems of economic stabilization 
which interlocked with production issues, and the clamor of public 
and Congress—pointed toward the development of additional top-level 
administrative machinery. In addition, the preparatory stages of the 
war were coming to a close, and major military and political decisions 
would require more attention of the Commander in Chief. In May, 
a meeting in Washington, the Trident Conference, of the President, 
the Prime Minister, and the Combined Chiefs of Staff, resulted in 
firm commitments on major lines of strategy. After the adjournment 
of the conference, the President by Executive Order of May 27, 1943, 
established the Office of War Mobilization in the Executive Office 
of the President. It was headed by a director who was to be advised 
by a War Mobilization Committee consisting of himself, the Secretary 
of War, the Secretary of the Navy, the Chairman of the Munitions 
Assignment Board, the Chairman of WPB, and the Director of 
Economic Stabilization. Subject to the direction of the President, it 
was made the function of the Office of War Mobilization— 

(a) To develop unified programs and to establish policies for the maximum 
use of the Nation’s natural and industrial resources for military and civilian 
needs, for the effective use of the national manpower not in the armed forces, for 
the maintenance and stabilization of the civilian economy, and for the adjustment 
of such economy to war needs and conditions. 

(b) To unify the activities of Federal agencies and departments engaged in 
or concerned with production, procurement, distribution or transportation 
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of military or civilian supplies, materials, and products and to resolve and de- 
termine controversies between such agencies or departments, except those to be 
resolved by the Director of Economic Stabilization under section 3, title IV, of 
Executive Order No. 9250; and 

(c) To issue such derectives on policy or operations to the Federal agencies 
and departments as may be necessary to carry out the programs developed, the 
policies established, and the decisions made under this order, It shall be the duty 
of all such agencies and departments to execute these directives, and to make 
to the Office of War Mobilization such progress reports as may be required. 

The Director of Economic Stabilization, James F. Byrnes, was 
elevated to the position of Director of War Mobilization. His duties 
did not change markedly except that some of the purely stabilization 
matters continued to be handled by the Director of Economic Stabili- 
zation while the flow of more general questions to him increased in 
volume since his authority to deal with them had been formalized by 
the Executive order. The War Mobilization Committee did not 
constitute an effective instrument for consideration of questions. It 
was found more effective to bring together from time to time repre- 
sentatives of agencies interested in particular questions to consult 
with the staff of the Office. 


Establishment of the Office of War Mobilization under an “assistant 
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President” with the job of coordinating home-front activities did not 
immediately dampen the enthusiasm of Congress for a “food czar” 
clothed with power over price, labor, production—with, in effect, an 
overriding priority over the interests of all other agencies and classes 
of people. Mr. Alfred M. Landon in June attributed the “food 
crisis” to the weather and the “confusion and inability of those in 
charge of production and distribution to arrive at a common under- 
standing of the problem. We have a host of agencies working on the 
problem of farm labor and farm machinery, building materials, 
processing facilities, etc. But any worthwhile decisions have always _ 
been too late... The duplication of time and effort should be elimi- 
nated and all the different agencies dealing with the food requirements 
of the American people coordinated.” ! 

Chester C. Davis, the Food Administrator, also believed that the 
various agencies responsible for parts of the food program should be 
pulled together. He was especially perturbed by the way in which 
food price and rationing policies were worked out by staffs of the 
Office of Price Administration and the Office of Economic Stabiliza- 
tion. Mr. Davis had been assured by the President that he would 
have authority commensurate with his responsibilities as Food 
Administrator and that he would report to the President. Instead, 
he found that food price and rationing authority was exercised by 
OPA and that he was responsible to the Director of Economic Stabili- 
zation. The roll-back subsidy program had been worked out by the 
staff of OPA and OES without consultation with the Food Adminis- 
trator’s staff. Mr. Davis, through an oversight, was not informed 
of the decisions that had been made, learned of the subsidy program 
through a radio announcement. 

The President took notice of the criticisms of the roll-back program 
and the proposals to “put all controls over food under one man.” A 
delegation of Congressmen visited the President on June 15 to “urge 
that one man be given authority over the production, distribution, 
prices and transportation of food.” At a press conference which 
followed, the President was reported to have called the “suggestion 
that one man be given all food authority absurd.’”’? Someone had 
remarked that a food czar would “order a car of perishable foodstuffs 
transported ahead of everything else.” But, the President pointed 
out, “this might conflict with needs for the shipment of airplanes and 
munitions needed on the fighting fronts.” The President said that 
he had established the Office of War Mobilization to coordinate and 
control the agencies dealing with food.” 

The drive for a food czar continued. On June 24 the House Com- 


i New York Times, June 17, 1943, p. 10, column 3. Copyright article by Alfred M. Landon. 
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mittee on Agriculture voted 18 to 8 to report out the Fulmer bill to 
give the Food Administrator authority over the Nation’s food pro- 
gram, including the “production, processing, distribution, rationing, 
procurement, requisitioning rationing, allocation of priorities, storage, 
exportation and importation of, provisions of labor and facilities for, 
and the establishment, maintenance and adjustment of prices for, — 
food and food facilities.’”’” The food industry gave its support to the © 
proposal to coordinate authority over all phases of the food industry 
and to the Food Administrator as the recipient of authority.” 

On June 28 the resignation of Chester Davis as Food Administrator 
and the appointment of Marvin Jones as his successor were announced. 
The announcement came about 10 days after a conference between ~ 
the Director of Economic Stabilization, the Director of War Mobiliza- — 
tion, the Price Administrator, and the Food Administrator over the 
way in which food policies were being determined. Mr. Davis pro- 
tested that he had been given responsibility for the food program, 
but that others had authority and exercised it without consulting 
him. Byrnes and Brown both agreed with Davis’ opposition to the 
general subsidy program which the President had announced. But 
the general discussion was unsatisfactory and Davis expressed a desire 
to see the President to “talk things over.” Byrnes discussed the 
situation with the President and Davis’ resignation was accepted. 
Davis was not given an opportunity to talk with the President. 

One of the first major questions with which the Office of War 
Mobilization dealt was the problem of gearing together the activities 
of WPB and WMC. It has been noted that, under the general theory 
of WPB, it would have been able to indicate to WMC the order of 
priorities which should be followed in referral of available manpower 
to civilian employment, and, likewise to indicate to Selective Service 
considerations of labor supply for its guidance in the withdrawal of 
manpower from the labor market for the Armed Forces. WPB 
attempted to work out a relationship of this sort with WMC -but 
encountered difficulties. The Executive order establishing WMC, in 
fact, empowered the Commission to “estimate the requirements of 
manpower far industry ; review all other estimates of needs for military, 
agriculture, and civilian manpower; and direct the several departments 
and agencies of the Government as to the proper allocation of available 
manpower.” On the basis of its Executive order, WMC questioned 
the authority of WPB to instruct it with respect to labor priorities. 

As the position of WPB was weakened late in 1942 by the creation 
of czars it became less and less able to take an over-all view of man- 
power requirements and supply. The War and Navy Departments 
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were claiming authority to establish unilaterally the drafts which they 
would make on the total manpower supply. The Selective Service 
Administration, which was the only agency with authority actually to 
control the use of manpower, was not disposed to discourage the con- 
gressional point of view that it should operate autonomously. Con- 
gress itself entered the field of manpower allocation by enactment of 
special measures to maintain the existing labor force in agriculture. 
All in all the mechanisms and procedures for assuring that manpower 
was assigned to the places where it was most needed were quite inade- 
quate and poorly coordinated. Early in September 1943, OWM 
issued a directive which provided for the establishment of special 
machinery and procedures for assignment of manpower in certain 
congested areas of the West Coast. The procedure, eventually was 
extended to other areas as is described in Chapter 14. 
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tion usually precede the undertaking of new governmental. 

activity. Responsible officials have time to select and train & 
departmental staff with care, and policies, procedures, and organiza-- 
tion may be planned in relative leisure. The organization evolves. 
and proliferates over a period of many years. New conditions. 
develop gradually. New organizational arrangements become neces- 
sary, but they are usually made after extended debate and considera-- 
tion. In war, the tempo of events is more rapid. Organizational: 
changes must be made quickly and the situation may soon change: 
fundamentally again with a consequent need for further organiza-. 
tional adjustment. The persons building an organization do not hope- 
for permanence; they can only hope to bring together in a semblance: 
of order a staff adequate to meet the current crisis. By the time the: 
organization functions smoothly, new problems emerge and the: 
direction of movement must be altered again. The process of making’ 
such adjustments is invariably slowed by the inertia of existing: 


[: TIME of peace long debate and comparatively careful delibera— 


_ arrangements, and by the difficulties in reassigning personnel without 


irretrievably damaging morale. It is also complicated by human 
limitations in perceiving the precise nature of forthcoming tasks 
whose outlines often become clear only in retrospect. These limita- 
tions often compel adoption of stop-gap and half-way measures as: 
steps toward more complete reform. 

The necessity for continual and rapid adjustment in war administra-- 


tion is illustrated by the crises that our agencies concerned with: 
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various aspects of our economic and political foreign relations faced 
in the summer of 1943. The machinery which had been erected to 
deal with wartime questions of foreign affairs during a period in 
which we were building up our military strength for offense showed 
defects as we began to move into territory previously held by the 
enemy and to look forward to the problems of relief and rehabilitation 
sure to exist in the wake of the advancing armies. 

In keeping with the experience of World War I and with that of 
other countries, the facilities of our Department of State had been 
supplemented in various ways to cope with the problem of wartime 
foreign relations. The Office of Lend-Lease Administration had been 
created as an independent agency reporting directly to the President. 
It had remained under relatively close White House policy supervision 
because of the close connection between lend-lease transactions and 
high political and military commitments. Its close alliance with the 
White House had enabled it to engage successfully in the inevitable 
battle against departments naturally unfavorably disposed toward 
using resources to aid our Allies rather than for the immediate strength- 
ening of our own forces. Lend-lease aid was proving its worth; in the 
summer of 1943 the German offensive in the east was soon checked 
and late in August the Russians recaptured Kharkoy. 

The Board of Economic Warfare (formerly the Economic Defense 
Board) had been established to control exports both positively and 
negatively, to see that friendly countries received from us goods 
essential for the maintenance of their economies and to see that goods 
from the United States and other sources subject to our control or 
influence did not reach the enemy. The Board also had a mandate 
to see that essential materials were bought abroad to meet our own 
needs and to prevent their falling into the hands of the enemy. In 
these activities it operated through subsidiaries of the Reconstruction 
Finance Corporation, a peacetime agency which it had been found 
expedient to retain and adapt to meet wartime needs. The Office of 
War Information had been established to undertake the dissemination 
of information abroad, information that would cement our friends 
more firmly to us and information that would put fear and doubt 
into the hearts of the enemy. 

This diffusion of responsibility for foreign economic matters worked 
not perfectly but well enough, as long as we were preparing for 
offense, Lend-Lease and BEW were both concerned with exports 
but the logic of an ludependent Lend-Lease Administration limited 
the work of BEW in this field in the main to Latin-American countries, 
A rough geographical separation of the jurisdictions of OLLA and 
BEW was feasible. When we occupied North Africa, however, the 
multiplicity of agencies concerned with foreign economic affairs 
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became embarrassing. Lend-Lease, BEW, the Department of State, 
the military, and other agencies of Government were all interested in 
the same area at the same time. Simplification of the administrative 
machinery was clearly indicated. The North African experience also 


stimulated speculations about the nature of the problems with which 
we would be faced as we moved into other enemy-occupied areas and 


about the type of preparations which should be made to meet them 
as they arose. 

At about the time the moral of the North African experience was 
being recognized, a weakness long latent in the machinery for the 
conduct of foreign economic affairs produced a crisis. The Board of 
Economic Warfare was responsible for policy decisions in Government 
purchases abroad either to meet essential needs or to prevent goods 
reaching the enemy. Preclusive buying had to be carried on in such 
countries as Spain without much regard to fair price. A high price 
for a critical metal which might be sold to the Nazis might be a cheap 
price to pay for military safety. Subsidiaries of the Reconstruction 
Finance Corporation, however, had the job of actually buying and 
paying for goods in accordance with BEW directives. The RFC had 
been manned by reputedly careful and shrewd traders, anxious to 
maintain a good financial record. Friction between the two organiza- 
tions was inevitable; the boiling point was reached in the summer of 
1943 with an unseemly display of accusations and recriminations by 
the heads of the two agencies. 

As military operations proceeded, it also became necessary to knit 
together more tightly the operations of different Governmental 
agencies. For example, when politico-military negotiations were 
under way which might lead to surrender, foreign propaganda needed 
to be most closely integrated with these negotiations. Illustrative 
was the furor raised by the use of the phrase “‘moronic little King’ in 
reference to the King of Italy by the OWI in a broadcast late in July 
1943. In discussion of the ousting of Mussolini, the OWI quoted this 
phrase from a column by Samuel Grafton. It acted in accordance 
with policy directives of its Overseas Planning Board, consisting of 
representatives of the OWI, State, War, and Navy Departments, and 
the Joint Chiefs of Staff, which permitted the identification of the 
King of Italy and Badoglio with Fascism. At the moment delicate 
negotiations were under way with the King and Badoglio which were 
to lead to unconditional surrender by Italy. It seemed clear that the 
State Department had not communicated fully to the OWI important 
changes in its plans and that the working staff of the OWI had dealt 


with an unexpected break in the news without adequate consultation. 


As these developments were occurring, extensive public discussion 
questioned whether we were pursuing policies that would “win the 
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peace” and whether we were adequately equipped administratively to 
meet the necessities of our postwar foreign policy. Considerations 
relating to the immediate necessities for the prosecution of the war, to 
the problem of arrangements for postwar relief and rehabilitation, and 
to the longer-term problem of machinery for the conduct of foreign 
relations combined to force action. 


War and the Traditional Machinery of Foreign Relations 


Eighteenth-, nineteenth-, and, to a lesser extent, twentieth-century 
practice had beea for peaceful international relationships to be 
handled through foreign offices. It has been the established practice 
of our Government that foreign governments could deal with the 
United States only through the Department of State and that Ameri- 
an private and public bodies could deal with foreign governments 
only if authorized to do so by the Department. 

This traditional monopoly of foreign contacts was broken during 
the first World War when the necessities for speed and close collabora- 
tion brought the development of direct relationships between many 
governmental agencies other than foreign offices. The interwar 
period saw the development of many direct contacts between agencies 
of different governments concerned with technical and nonpolitical 
activities. With the outbreak of World War II, a continuation of this 
trend was inevitable. It also seemed inevitable, considering the 
habits of the Department of State, that its control over these relation- 
ships would be circumscribed. Questions on how these contacts were 
to be made and on the degree to which the Department of State should 
and could control such relationships arose early in the war. 

Between the first and second World Wars, several civilian depart- 
ments had found foreign representation of their interests essential to 
successful operation, notably the Treasury, Agriculture, and Com- 
merce Departments. In 1939 their representatives were placed, as 
attachés, under the direction of the Department of State. In general, 
the Department viewed with alarm the development of independent 
international contacts by agencies other than itself. In part, this was 
a defense reaction against younger and more vigorous agencies. 
Consistently the Department had sought to maintain its position as 
the sole agency in foreign contacts, to require representatives of other 
agencies to act abroad only under its authority and to report to and 
through it, and to supervise the activities of American technical 
representation at international conferences. The central question 
of the degree of control to be exercised by the Department of State 
in international dealings was unsettled at the opening of World 
War II. Consequently, the relations between the Department of 
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State and other governmental agencies remained unsettled, undefined, 
and often strained. Correspondingly, our relationships with foreion 


governments and international organizations were often confused 


and ineffective. 

This basic administrative problem was seen when the first defense 
agencies dealing with international affairs were established. In 
reviewing the budget requests for the Department of State in October 
1941, the Bureau of the Budget recognized the possible points of 
conflict inherent in establishment of agencies in this field independent 
of the Department of State. At this time, at least four emergency 
agencies were concerned with problems falling within the scope of 
international affairs: (1) the Coordinator of Information; (2) the 
Economic Defense Board; (3) the Coordinator of Inter-American 
Affairs; and (4) the Office of Production Management. The problems 
involved were pointed out in the following language: 


The [Economic Defense] Board does not intend to supplant the Department 
{of State] in terms of staff or policy, but it will be necessary that the Department 
supply the Board with full information on its activities in . . . the field of eco- 
nomic warfare and postwar international economics as well as full response from 
its field missions. 


Even at this early date, there was some criticism of the Department, 
including charges that it refused to supply some of the new defense 
agencies with the reports which they required. The departmental 
practice of paraphrasing messages (to protect its codes) before trans- 
mitting them to the interested agencies led to the charge of mis- 
representation and of incomplete reporting. 

Long-standing difficulties on these points had been experienced in 
the relationships between the Department of State and the Depart- 
ments of Commerce, Treasury, and Agriculture. And they gave 
warning of the difficulties likely to be encountered by new agencies 
entering the foreign field. Several proposals for the consolidation of 
such activities, both within and without the Department of State, 
were put forward. It was not, however, until the explosive airing of 
differences between Henry Wallace and Jesse Jones that a degree of 
consolidation was achieved. Why were the new agencies created, 
allowed to grow, and given an opportunity to take on institutional 
habits and interests outside of the department normally responsible 
for handling foreign relations? In view of the difficulties encountered, 
why was the consolidation so long delayed? 

The inability of the Department of State to deal vigorously and 
aggressively with the economic and cultural problems of foreign 
affairs in total war contributed to the creation of special emergency 
agencies to deal with some aspects of foreign relations. This inability 
of the Department was due largely to the dominance of the foreig 1- 
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service tradition, procedure, and tempo. The Department was not 
equipped with the technical personnel, or with the experience necessary 
for the day-by-day activities in such fields as export control, preclusive 
buying, the business details of lend-lease, and the conduct of psy- 
chological warfare. For these and other reasons, the emergency 
agencies sought to operate directly with only the unavoidable mini- 
mum of control by the Department of State. 

The direct relationships between departments of the governments 
of allied nations sometimes were institutionalized in forms that 
omitted the foreign offices completely. The Combined Chiefs of 
Staff furnishes an illustration both of these combined agencies and of 
the forces that break the monopoly of external affairs held by foreign 
offices. Anglo-British military collaboration would have been 
difficult had the United States military leaders dealt with our State 
Department, which in turn communicated with the British Foreign 
Office, which consulted with the British military, and then eventually 
relayed the reply through channels to the military officials of the 
United States. Circumlocution of this sort could have lost the war; 
it was more sensible and more convenient for British and American 
military leaders to sit at the same table and negotiate directly with 
each other. Somewhat similar considerations led to the erection of 
other combined boards: the Combined Food Board, the Combined 
Raw Materials Board, the Combined Production and Resources 
Board, and the Combined Shipping Board. 

Traditionally, the definition and announcement of our foreign policy 
was the responsibility of the Department of State. Strong considera- 
tions urged a degree of coordination of the many agencies where 
Operations impinged on our foreign policy. The organizational 
problem, therefore, became that of finding means of coordinating 
the functions of the several agencies within the framework of policy 
decisions established by the Department and the President. Diffi- 
culties encountered in drawing the line between policy determinations 
and daily operations were present in the foreign and domestic activities 
in all fields. Despite many operational difficulties, however, the 
principle was consistently maintained that all of the agencies operating 
in the field of foreign relations did so under policies developed or 
approved by the Department of State. 

At times, the assignment of functions under this principle seemed 
to imply direct and intimate control by the Department of State; at 
other times the assignment seemed to leave the emergency agencies 
free, for all practical purposes, from any direction on the part of the 
Department. Furthermore, it seems from the evidence available that 
the Department never clearly understood its role as coordinator and 
policy guide. This fact gave rise to many administrative difficulties 
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during the summer months of 1943, and illustrated a number of basic 
administrative problems. 


Establishment of OFRRO 


Negotiations regarding the establishment of an international agency 
designed to aid in the prompt relief and rehabilitation of eligible 
nations got under way in 1942 and 1943. The landing of Allied 
troops in Africa intensified these negotiations and, in order to prepare 
our Government for participation in such a program, the President 
appointed Governor Herbert H. Lehman Director of the Office of 
Foreign Relief and Rehabilitation Operations. Mr. Lehman resigned 
as Governor of the State of New York on December 2 and was sworn 
into his new office on December 4, 1942.1 The new Director was given 
the job of mobilizing our resources for the enormous humanitarian job 
ahead. While the Office was established within the Department of 
State, almost complete freedom of action was apparently contem- 
plated, the Department was only a convenient place in which to place 
OFRRO pending the creation of an organization of nations to deal 
with relief and rehabilitation. 

As soon as OFRRO was established, however, a host of jurisdictional 
and operating problems beset it both in Washington and in the area 
of its foreign missions. Some of this confusion seems clearly trace- 
able to the fact that no formal Executive order had been issued and 
partly to the hasty or casual way in which the Department of State 
established the Office. The new Director relied upon his recollection 
of oral commitments as to the scope of his authority rather than upon 
more formal or written statements. Some of the difficulty is also 
traceable to the fact that both coordinating and operating functions 
seem to have been lodged within the agency. Relative to other 
Governmental agencies, OFRRO found itself in the position of both 
advocate and judge. Under such conditions critical disagreements 
and jurisdictional conflicts were inevitable, even with the best of good 
will. To these factors must be added the usual growing pains of a 
new agency. 

For a period of 3 months, the new Director was concerned with the 
selection of his principal officials and with the manifold problems of 
interagency relationships. Jurisdictional problems seemed to be 
solved by a Presidential letter addressed to the Director on March 
19, 1943. ‘You are authorized,’’ wrote the President— 


to plan, coordinate, and arrange for the administration of this Government’s 
activities for the relief of victims of war in areas liberated from Axis control 


1 State Department, Departmental Order No. 1114, Dec. 4, 1942; White House Press Release of Nov. 21, 
1942. 
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through the provision of food, fuel, clothing, and other basic necessities, housing 
facilities, medical and other essential services; and to facilitate in areas receiving 
relief the production and transportation of these articles and the furnishing of 
these services. 

In planning, coordinating, and arranging for the administration of the above 
mentioned work, you may utilize the facilities of the various Government depart- 
ments, agencies, and officials which are equipped to assist in this field and you 
may issue to them such directives as you deem necessary to achieve consistency 
in policy and coordination in administration . . 

Your operations in any specific area abroad will, of course, be subject to the 
approval of the U.S. military commander in that area so long as military occupa- 
tion continues, and in matters of general foreign policy you will be guided by the 
directives of the Secretary of State .. 

Shortly after this letter, the Director left for London to discuss the 
pressing problems of relief and rehabilitation with the American and 
Allied military and civilian personnel. Upon his return to this 
country, Mr. Lehman determined upon a vigorous program. He had 
received very fine cooperation from all parties in London and felt 
that vigorous action was imperative to the successful execution of the 
program entrusted to him by the President. He therefore prepared 
and sent on May 8 to all the Government agencies concerned, both 
military and civilian, a memorandum entitled “Statement of Policy 
for Relief and Rehabilitation in Future Liberated Areas.” 

This memorandum was based squarely upon the Presidential grant 
of authority to issue “directives . .. to achieve consistency in 
policy and coordination in administration.” It recognized the full 
authority of the military commander in liberated areas and the power 
of the Secretary of State in “matters of general foreign policy.” 
Realistically, the existing operational arrangements in North Africa 
were left undisturbed. Fully cognizant of the interagency impact, 
the Director defined relief in liberated areas, a function clearly 
assigned to OFRRO, in the following terms: 

Relief consists of furnishing the essential goods, facilities and services required 


by civilian populations, irrespective of the mode of distribution, whether by gift, 
sale, or barter. 


The reason for this definition was clearly stated: 


Relief cannot be limited to free distribution if we are adequately to utilize 
resources in liberated areas and to avoid the necessity for and the waste of a double 


supply line. 

Furthermore, OFRRO was to be the “single agency” responsible for 
relief and rehabilitation, “and civilian supply related thereto” during 
the period of liberation in order to simplify the “problem of the Army 
by assuring the existence of a single civilian supply line and adminis- 
tration.” A further reason for this concentration of authority was 


2 Department of State Bulletin, Mar. 27, 1943, vol. VIII, No. 196, p. 256. 


te 
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to “make easier the transition to any United Nations relief organiza- 
tion that might hereafter be established.” Once the responsibility 
for administration of relief and rehabilitation passed from military to 
civilian hands, Mr. Lehman stated that it was his responsibility “to 


control . . . the entire civilian supply for the particular liberated 


area.”’ It would thus be necessary for OFRRO to formulate require- 
ments for submission to the Lend-Lease Administration “and to the 
appropriate commodity control agencies,” such as WPB and War 
Food Administration. He also reserved to OFRRO “direction of the 
distribution of all civilian goods imported into the liberated areas.’ 

Under the policies established by this memorandum, financial and 
currency control remained with the Treasury Department and the 
Department of State subject only to coordination by OFRRO. The 
development and procurement of strategic and critical materials and 


_ the gathering of economic intelligence remained with the Board of 


Economic Warfare. In the tenor of this memorandum is to be found 
the full impact of the “coordinating’’ powers of the agency as they 
were viewed by OFRRO: 

With respect to operations in the field, the Office of Foreign Relief and Re- 
habilitation Operations must and does assume responsibility for the selection and 
direction of the Chief and members of the relief and rehabilitation mission in each 
liberated area. The mission chief will be answerable to me, as Director of the 
Office of Relief and Rehabilitation Operations, and his charter of operations will 
come from me. 


Coordination by the Department of State 


While OFRRO was working to establish its role as the coordinating 
and operating agency in the field of relief and rehabilitation, steps had 
been taken to strengthen the coordinating function in the Department 
of State. On May 8, the day on which Director Lehman issued his 
statement of policy, the President signed a letter requesting the 
Secretary of State to establish coordinating machinery, within the 
Department, covering the general field of foreign economic activity, 
including foreign relief and rehabilitation. During the ensuing month, 
discussions and conferences were held in order to reconcile the differ- 
ences of opinion and program between the proposal of May 8 and the 
statement of policy as announced by Director Lehman. As a result, a 
new draft of the letter to the Secretary of State was developed and sent 
to him on June 3, 1943. The letter vested in the Department of State 
full responsibility for coordinating the economic operations of civilian 
agencies in areas liberated from enemy control. The President em- 


_ phasized the necessity for cooperative action among all civilian and 


military organizations in liberated areas. Furthermore, he defined 
the functional assignments already granted to the civilian agencies. 
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In addition to the Department of State, those agencies concerned 
were the Office of Foreign Relief and Rehabilitation Operations, Office 
of Lend-Lease Administration, Board of Economic Warfare, and 
Department of the Treasury. The War Department and the Navy 
Department also were concerned because both had been insisting for 
some time that they deal only with a single responsible civilian agency 
in place of a number of independent civilian agencies and programs. 
There were two areas in which clarification was needed in order to 
avoid possible disagreement and to achieve smooth interagency 
relationships and operations. Both of these dealt with relations 
between the Office of Foreign Relief and Rehabilitation Operations 
and the Lend-Lease Administration. These issues related to: (1) 
control of distribution in relief areas of free goods and those bartered 
or sold; and (2) the question of which agency should act as claimant 


for relief areas before the various allocating boards, such as the War 
Production Board. 


: 
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Lend-Lease—Office of Foreign Economic Coordination 


Lend-lease officials urged that control of all but “charity” materials: 
should be delegated to the Office of Lend-Lease Administration... 


_ Director Lehman, as might be expected from his statement of policy,. 


argued that to split such responsibility in distribution would result 
only in serious confusion and waste of effort. Distribution, in his: 
opinion, was not in any way divisible—if an effective job were to be: 
done. 

The administrative soundness of the Director’s position was com= 


“mended to the President by the Director of the Bureau of the Budget. 


In his letter to the Secretary of State, the President designated the 
Office of Foreign Relief and Rehabilitation Operations as the agency 
responsible for distribution of all relief goods whether sold, bartered, 
or distributed free. To that office also was given the authority to 
distribute goods which would facilitate the production of basic civilian. 
necessities. The President, however, reserved to himself the right to: 
designate the specific liberated areas in which these functions would be: 
exercised. It was also indicated that in certain other unnamed areas,. 
civilian supplies, by arrangements with our allies, would be supplied 
by lend-lease. This arrangement left it possible for the properly 
constituted local government to indicate whether it wished to secure: 
goods from Lend-Lease or from the Office of Foreign Relief and Re- 
habilitation Operations. 

Lend-Lease officials preferred that allotments by American allo- 
cating authorities for OFRRO be included in the lump allocations 


-» to Lend-Lease. Thus Lend-Lease would appear before the War 


Production Board, for example, as the sole claimant for goods for: 
relief areas. Lend-Lease then would parcel out parts of the goods 
allotted to it to OFRRO. The question at issue was whether Lend-- 
Lease should be allowed to retain such control over the activities. 
of OFRRO. Governor Lehman felt that vesting such control in the 
hands of Lend-Lease, or any other agency, would throw a large degree: 
of uncertainty into the programs of OFRRO. He argued that unless. 
his organization could appear as its own claimant, the program and 
plans of OFRRO could be vetoed by Lend-Lease. The President’s: 
letter provided that as long as Lend-Lease funds were to be used for 
relief and rehabilitatiion programs, Lend-Lease should act as the 
claimant agency. In presentation of requirements to the various 
allocating boards, however, joint action on the part of Lend-Lease 
and OFRRO was to be the rule. Furthermore, no change with regard 
to shifts in the accounts themselves could be made by Lend-Lease: 


| without approval of the allocating boards. Thus, OFRRO would have- 
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an opportunity to present its case on any shifts which might be 
recommended by Lend-Lease. 

The Presidential letter also took cognizance of the fact that the 
appearance of a United Nations relief organization would necessitate 
a redefinition of this interagency relationship. Thus, there continued 
to be a large measure of uncertainty and interagency conflict was 
not settled. 

The Office of Foreign Relief and Rehabilitation Operations was 
specifically granted the responsibility for the provision of technical 
advice and services for relief operations, plus the facilitation of 
agriculture, housing, and transportation in relief areas. The Board 
of Economic Warfare already possessed authority in the field of 
agricultural rehabilitation and had undertaken certain construction 
programs, It was pointed out by the President that OFRRO would 
be expected to take full advantage of this going service. The Board 
of Economic Warfare was also expected to continue its activities in 
the procurement and development of critical materials, in compilation 
of economic intelligence, and in other activities of economic warfare. 
It would also act as a consultant on all related technical matters. 

No serious matters seemed to be involved regarding the sphere 
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of responsibility delegated to the Treasury Department. It was to 
continue its activities in the fields of fiscal control, exchange rates, 
and so on. 


~ OFEC Organization 


To perform its function of coordinating the foreign economic 
activities of the Government, the Presidential letter of June 3 sug- 
gested organizational changes within the Department of State, the 


_ chief of which was the establishment of an Office of Foreign Economic 


Coordination. The general plan had been developed by the Bureau 
of the Budget and was presented to the Secretaries of State, Treasury, 
War, and Navy, to the Directors of the Office of Foreign Relief and 
Rehabilitation Operations and the Office of Lend-Lease Administra- 
tion, and to the Chairman of the Board of Economic Warfare. It 
provided for the establishment of an interdepartmental coordinating 
mechanism under the direction and leadership of an Assistant Secretary 
of State. The major objective of this interdepartmental machinery 
was to relate directly civilian economic plans and operations to those 
officials responsible for our foreign political policies. Further co- 
ordination of such plans and programs with those of the armed 
services and the United Nations was also envisaged by this arrange- 
ment, To this end, the plan provided that the Army and Navy would 
not withhold any information or guidance essential to the effective 
planning and operation of the civilian agencies concerned.3 

There was general approval of the purpose and plan of the new 
organization. Detailed discussion among the agencies concerned 
brought substantial agreement on the operational feasability of the 
proposal and on June 24 the Secretary of State signed an order 
creating the Office of Foreign Economic Coordination within the 
Department. This new office was placed under the direction of Dean 
Acheson, Assistant Secretary of State. Soon thereafter Thomas K. 
Finletter was appointed executive director and he began to recruit 
personnel. During the following 2 months, there were many discus- 
sions and conferences, and there seemed to be an improvement in 
interagency relationships. Surface indications, however, were de- 
ceiving, as events during July and August were to show. 

On August 18, the Bureau of the Budget reported to the Director 
of the Office of War Mobilization, James F. Byrnes, that at least four 


3 ‘The selection of this type of organization was based upon the recognition that (1) there must be one 
central point in Washington for the coordination of interrelated activities abroad, (2) there must be a similar 
point in each liberated area, (3) interdepartmental machinery is the technique best adapted for close and 
continuous working relations as well as unified policy decisions among related agencies, and (4) such coordi- 
nation within the Department of State did not remove the authority of individual operating agencies as 
already provided by statute, Executive orders, and so forth. 
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major problems remained unsolved—any one of which might well be 
crucial to the successful operation of the plan of June 3. 

The President has not yet indicated . . . whether OFRRO or OLLA will be 
responsible for the distribution of civilian supply in liberated areas. Until this 
is done, it will be impossible for OLLA, OFRRO, and indirectly OFEC, to recruit 
their personnel and lay their plans for those areas . 

The extent of the coordinating authority of the State Department is still very 
much in dispute. The State Department maintains that it must have enough 
power—in respect to personnel, the clearance of communications, ete.—to 
properly coordinate the activities of the operating agencies. Some of the agen- 
cies, however, insist that the State Department plans to operate as well as co- 
ordinate... 

The Secretariat . . . and the central organization for OFEC, have not yet 
been established, and little or no progress has been made in recruiting the staff . . . 

No agreement has so far been reached between the military and civilian agencies 
with respect to supply during and following military occupation. Without 
knowledge of the military procurement progress, the civilian agencies are com- 
pletely unable to make plans and begin procurement. 


Operation vs. Coordination 


During the interim between the Presidential letter and the report 
of the Bureau of the Budget, a number of detailed problems developed. 
Precisely how was the State Department to coordinate the operations 
of other agencies? Action by the Department of State made it 
appear to the war agencies that the Department was extending its 
jurisdiction by a very broad interpretation of the meaning of ‘‘co- 
ordination.”’ All sides admitted that the line between “operation” 
and ‘coordination’ was an extremely difficult one to draw; the 
various agencies concerned, however, were made specifically respons- 
ible, by statute and by Executive orders, for operations in various 
segments of our total foreign economic activities. All the agencies 
agreed upon the need for a unified foreign economic program; they 
would not agree on how to attain it. 

The State Department favored the establishment of a policy com- 
mittee entitled an ‘‘Interdepartmental Committee for Economic 
Policy in Liberated Areas.”” Membership was to be composed of the 
top military and civilian administrators, or their immediate deputies. 
Its function was to establish over-all policy and programs of inter- 
agency concern. ‘The chairman was to be the Assistant Secretary of 
State in charge of OFEC. Under this committee there was to be 
established a coordinating committee of members from the various 
agencies concerned, which was to review, coordinate, and adjust policy 
and area plans and operations to changing military and allied needs, 
its chairman to be the Assistant Secretary of State. Provision was 
made for reference of all unresolved decisions to the Policy Committee. 
It was also proposed that a series of “area” committees be established, 
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each committee to have the responsibility for developing plans and 
programs to guide agency operations in the various liberated areas. 
These committees were to be interagency in composition, were to 
report to the Executive Director of the Office of Foreign Economic 
Coordination, and were to provide the channel through which the 
regular machinery of the Department of State would be meshed with 
the activities of our civilian and military agencies and allies, 

The field organization prepared by the State Department provided 
for the selection of an area director for each of the liberated areas. 
_ This director was to be subject to the orders of the military com- 
mander but was to act within the policies established by the policy 
committee in Washington. He also would be specifically responsible 
for keeping the State Department fully informed of all activities in 
his area. The area director was to be the major channel of contact, 
in the field, between the civilian and military agencies of this Govern- 
ment. The plan also contemplated the speedy despatch of both 
communication and personnel to and from the liberated areas. 


Secretariat 


Prior to the issuance of the formal State Department order creating 
the Office of Foreign Economic Coordination, the department re- 
quested the aid of the Bureau of the Budget in making adjustments 
necessary to carry out the coordinating duties imposed by the Presi- 
dential letter of June 3. Plans presented by the Department for a 
rather large staff were discouraged on the grounds that a large staff 
invited almost certain duplication of personnel and that operation 
rather than coordination would become inevitable in such a situation. 
It was emphasized that coordination was the function assigned to 
the Department and that this might be accomplished best by the 
establishment of a suitable secretariat. Such a secretariat, designed 
to service the several committees, was viewed as the strongest coordi- 
nating device possible under the circumstances. This position was 
in line with the Presidential intention, as expressed in the letter of 
June 3, to emphasize the coordinating function of the Department 
of State and to leave the day-by-day job to the various agencies con- 
cerned. The Department accepted this point of view, but, as has 
been pointed out, nearly 2 months elapsed before even a skeleton 
organization had been established. This lack of a Secretariat made 
the coordinating function a difficult one to establish. 

The reorganization necessary, within the Department of State, to 
integrate the departmental machinery with OFEC was time-consum- 
ing. Reorganization on a fairly large scale seemed to be essential 

700346—46——28 
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and such action was necessarily slow. Various interagency com- 
mittees established by BEW, OLLA, OFRRO, and other agencies 
concerned with our foreign economic activities, had to be surveyed. 
These committees had been established in order to accomplish, on a 
more limited scale, coordination of our foreign economic activities. 
The dissolution of these committees and the consolidation of some of 
them with the new coordinating mechanism of the Department of 
State took considerable time. 


OFEC— Operations 


While these organizational problems were being reviewed avd their 
solutions sought, the Executive Director of OFEC was carrying on 
discussions with military officials to determine the number of area 
committees needed and to develop operating procedures satisfactory 
to both military and civilian agencies. At the first meeting of the 
Policy Committee, held on June 17, the Assistant Secretary of State 
presented an outline of the ground rules and plans for activities as 
approved by the appropriate military officials. It was agreed that 
there should be an “area committee” for each of 12 areas designated 
by the Army and in subsequent meetings the procedures to be used 
in operating in each area were considered. 

The area committee was designed as the point at which all pro- 
posals, policies, and studies from the various agencies could be brought 
together to develop a single coordinated foreign economic policy and 
plan of action. Such a unified program could then be fitted into the 
military and diplomatic picture as it changed from day to day. The 
agencies, however, seemed to view these committees as the place 
where most of the detailed planning was to be done. The Executive 
Director of OFEC did not believe that either policies or plans could 
be made in committee. In his opinion, the best device was the use of 
a standard operating procedure, which he had developed in consultation 
with the military officials. ‘The failure to consult also with civilian 
agencies contributed to subsequent friction. The struggle over the 
proper demarcation between coordination and operation again pro- 
voked vigorous discussion. The standard operating procedure for 
supply, as presented by the Executive Director of the Office of Foreign 
Economic Coordination, appeared to place OFEC in the position of 
the procuring agency as well as the advocate before the various allo- 
cating boards. Strong objections were voiced to this position as 
being in direct conflict with the intention if not the letter of the 
presidential delegation of authority to the Department of State. 

On July 1, representatives of the Board of Economic Warfare, the 
Treasury Department, the Office of Foreign Relief and Rehabilitation 
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Operations, the Office of Lend-Lease Administration, and the Office 
of Foreign Economic Coordination met for the purpose of discussing 
a revision of the standard operating procedure. At this time, two 
drafts were considered: one, pertaining only to the War and Navy 
Departments, and previously approved by the Civil Affairs Division 
of the War Department, provoked no comment; the other, dealing ~ 
with civilian supply arrangements, was vigorously opposed by the’ 
Office of Foreign Relief and Rehabilitation Operations. The Director 
of that office maintained that draft sections as presented, providing 
for the transportation and distribution of supplies, made the Depart- 
ment of State the operator and left OFRRO in a purely “planning’”’ 
position. The Executive Director of OFEC avowed that the intent 
of the document had been misunderstood, that the OFEC had no 
desire to undertake any operating responsibilities, and that such 
responsibilities were the specific duty of OFRRO. Counter-proposals 
were prepared and presented by BEW, OFRRO, and Treasury De- 
partment. A meeting of minds seemed increasingly difficult to 
accomplish. Out of these events the impression emerged that the 
Department of State, if left to its own inclinations would not utilize 
the interdepartmental machinery in the fashion intended under the 
original plan. The impression also remained that a large staff 
necessarily would be developed under the standard operating pro- 
cedure. Difficulties seemed so formidable that plans for the consoli- 
dation of the agencies acting in the international field into a single 
agency outside the Department of State were revived and reviewed. 
Relationships between OFRRO and the Department of State 
reached an apparent impasse by the end of August. On August 30, 
1943, the Director of OFRRO sent a letter to the President raising at 
some length certain major policy questions affecting the Administra- 
tion’s plans for liberated areas. This direct appeal to the President 
can be understood only in light of the fact that the original delegation 
of authority to Mr. Lehman had been very wide. He had accepted, 
in the interests of interagency harmony, a greatly diminished defini- 
tion of his responsibilities under the letter of June 3. The develop- 
ments taking place under that delegation of authority to the Depart- 
ment of State seemed, to Mr. Lehman and his staff, to place OFRRO 
in the position of being unable to execute any action program.* He 
therefore requested the President to return to the original plan and 
to make the relief and rehabilitation of all liberated areas a “‘single, 
‘It is instructive to note that the OFRRO-State Department struggle under the June 3 letter was simi- 
lar in many respects to the OFRRO-Lend-Lease struggle under the March 19 letter. In the first instance, 
the State Department was coordinating; in the second, OFRRO. In both instances, the coordinating 
agency was placed in the difficult position of being called upon to do an impartial coordinating job when at 
the same time they had an agency interest at stake. Under the March 19 letter, OF RRO was given 


“directive” power; State was not given such power. It subsequently requested it but such authority was 
not granted. 
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unitary job”. Mr. Lehman argued further that with this function 
centered in OFRRO, the transition to a United Nations Relief and 
Rehabilitation Administration would be much smoother than if the 
functions were dispersed in a number of agencies. More specifically, 
the Governor recommended that— 

1. A statement be issued reaffirming the authority of OFRRO in respect to the 
total relief and rehabilitation job. 

2. OFRRO should be free to prepare relief and rehabilitation plans without 
interference except for necessary coordination with the programs of other agencies. 

3. Adequate supply reserves should be guaranteed for OFRRO. 

4. Ample funds should be set aside for OFRRO’s use. 

5. OFRRO’s freedom to operate should be subject only to the policy controls of 
the Secretary of State and the military, and the coordination of the area director. 

On September 4, the Secretary of State forwarded a memorandum 
to the President setting forth the position and recommendations of 
the Department. Secretary Hull pointed out that relief and rehabili- 
tation represented but one segment of our total foreign policy and 
that responsibility for total coordination was, in his opinion, properly 
placed in the Department of State by the Presidential action of 
June 3. He regretted exceedingly that the relationship between the 
Department and OFRRO had not been as cordial as those between 
the Department and other agencies but was convinced that the 
proposal he was presenting to the President was administratively 
sound and workable. He was certain, however, that the experience 
of three months indicated a need for “clarifying the authority of the 
State Department” in its role as coordinator. 

It is accordingly recommended, for the President’s consideration, that he 
authorize the Department of State, in any instance where there shall be a conflict 
of view between two or more interested agencies, or where in the Department’s 
opinion an element of foreign policy is involved, or where some procedure must 


be established among our own agencies or with our allies, to make the necessary 
decision and to cause it to be carried into effect. 


The Secretary of State and the Director of OFRRO met in the 
Secretary’s office on Monday, September 6, to discuss the problem 
they had presented to the President. At the request of the Secretary 
of State for a “bill of particulars,” the Director forwarded to him 
a lengthy memorandum on September 9, which discussed the prob- 
lems of coordination in foreign missions, the line of command, the 
appointment of personnel, the clearance of communications, and other 
difficult administrative problems. The substance of his position was 
that OFRRO had to have direct control over its personnel and 
communications or it could not be held responsible for the effective 
execution ofits mandate. He was of the opinion that the coordinating 
function of the Department of State had been used to control OFRRO’s 
activities to the detriment of effective operations. The clash seems 
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to have been administrative rather than personal; Director Lehman 
wrote in his covering letter to Secretary Hull: 

I should like you to know that I left your Office deeply impressed at your 
earnest desire that the civilian agencies have authority to fulfill their responsi- 
bilities and that the activities of OFEC be confined in fact as well as in word 


to the coordinating function, which, we all agree, is necessary for consistence in 
American foreign policy in liberated’ areas. 


The solution to this problem came from quite a different source, 
partially domestic and partially international. 


Friction between BEW and RFC 


Even before the State Department and OFRRO became involved 
and bogged down in the process of devising machinery to coordinate 
our foreign economic policy, relations between two other agencies— 
the Board of Economic Warfare and the Reconstruction Finance 
Corporation under the supervision of the Secretary of Commerce—had 
been simmering. At the end of June 1943 they reached the boiling 
point. On June 29, the Vice President, as Chairman of the BEW, 
released to the press a series of charges against the Secretary of 
Commerce. This was followed, 6 days later, by the reciprocal charges 
of the Secretary of Commerce. In order to secure an understanding 
of the forces behind this public display of differences, it is necessary 
to review briefly the administrative background of the conflict. 

Executive Order No. 9128, April 13, 1942, vested in the Board of 
Economic Warfare complete control of all public purchase import 
operations. The language follows: 

The Board of Economic Warfare is authorized and directed to— 

(a) Receive and be responsible for executing directives from the Chairman 
of the War Production Board as to quantities, specifications, delivery time 
schedules, and priorities of materials and commodities ... required to be imported 
for the war production effort and the civilian economy; and determine the 
policies, plans, procedures, and methods of the several Federal departments, 
establishments, and agencies with respect to the procurement and production 
of such materials and commodities, including the financing thereof; and issue 
directives, or initiate such proposals in respect thereto as it may deem necessary.5 


The order also gave to the Board of Economic Warfare, subject to 
the approval of the President, the authority to direct the establish- 
ment of financial corporations to obtain “from foreign sources such 
materials, supplies, and commodities . . . as are necessary for the 
successful prosecution of the war... .’’ This power was made subject 
to the provisions of the act creating the Reconstruction Finance 
Corporation. Thus, BEW was not given its own funds and RFC 
retained its position as banker for the foreign economic activities 


8 Executive Order No. 9128, Apr. 13, 1942, 7 Federal Register 2809. 
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of BEW. Furthermore, BEW was given the authority to advise the 
State Department with respect to the forms and conditions to be 
included in the lend-lease “master agreements.” The Board of 
Economic Warfare would thus act on directives from the War Produc- 
tion Board, issue directives to the Reconstruction Finance Corporation 
and advise the State Department in the field of international economic 
relations. The Board of Economic Warfare, however, was granted 
the authority to send technical, engineering, and economic represent- 
atives into foreign countries. Such appointments were made subject 
to the approval of the Department of State. 

This Executive order provoked considerable protest. The protests 
were due to conflicting convictions regarding the proper role of 
economic warfare in the field of foreign affairs. In the view of the 
Department of State, economic warfare was a tool of diplomacy. 


' The point was made that at the heart of our foreign policy was the 


question of what would we ask in return for lend-lease. Preclusive 
buying, supplying goods and commodities for rehabilitation purposes, 
export control—these and other actions were, in the opinion of the 
Department, devices for strengthening our bargaining position in 
foreign affairs. 

The Reconstruction Finance Corporation had been established for 
the purposes of strengthening the business community of the Nation. 
It was inclined to view foreign purchases and foreign financial com- 
mitments from the point of view of accepted business practices. As 
Mr. Jones stated in his reply to the charges made by Mr. Wallace: 
“The Reconstruction Finance Corporation does not pay $2 for 
something it can buy for $1.”.° In the opinion of the Chairman of the 
Board of Economic Warfare, this was good business but hardly 
economic warfare. The Board was concerned solely with the basic 
problems of securing adequate goods and materials in the shortest 
possible time and keeping all such goods out of the hands of the 
enemy. Costs, protocol, and postwar diplomatic relations were 
secondary to the task assigned to the Board of Economic Warfare. 

Executive Order No. 9128 did not reconcile these conflicting points 
of view. It simply placed the Board of Economic Warfare in a better 
position to define its responsibilities. Export control (with the 
exception of lend-lease), import control (under directives from the War 
Production Board), and the sending of economic missions abroad 
(upon the approval of the Department of State) were the functions 
of the Board of Economic Warfare. 

In defining these responsibilities, two actions of significance were 
taken by the Board. The Department of State was requested to 
turn over to the Board of Economic Warfare all papers relating 


6 Congressional Record, vol. 89, pt. 5, p. 7260, 
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to pending or completed negotiations concerning production and 
procurement. Furthermore, the Board of Economic Warfare also 
requested the Department of State not to undertake any new negotia- 
tions regarding production and procurement abroad. This action 
stimulated sharp protest by the Department of State. The parties 
- were temporarily pacified by a clarification and interpretation of 
Executive Order No. 9128 issued by the President on May 20, 1942: 

In the making of decisions, the Board and its officers will continue to recognize 
the primary responsibility and position, under the President, of the Secretary 
of State in the formulation and conduct of our foreign policy and our relations 

_ With foreign nations. In matters of business judgment concerned with providing 
for the production and procurement of materials to be imported into this country 
for the war effort, including civilian supply, the Department will recognize the 
primary responsibility and position of the Board. In many cases a decision 
may involve both matters of foreign policy and business judgment in varying 
degrees. No clear-cut separation is here possible. Accordingly, if occasions 
arise in which proposed action of the Board or its officers is thought by officials 
of the State Department to be.at variance with essential considerations of foreign 
policy, the Secretary of State and the Chairman of the Board will discuss such 
matters and reach a joint decision, in matters of sufficient importance obtaining 
direction from the President.’ 

The “clarification” made operations somewhat simpler, but conflict 
at subordinate levels continued. The conflict was sharp largely 
because of the differences in psychology and structure of the war 
emergency agency and the long established permanent department. 
Neither the Executive order nor the “explanation and clarification’’ 
of it settled this basic difference of outlook and procedure. This 
conflict remained and was a factor in the final organizational con- 
solidation some eighteen months later.® 

Following the issuance of Executive Order No. 9128, relationships 
between the Board of Economic Warfare and the Reconstruction 
Finance Corporation and its subsidiaries improved considerably. In 
8 months only three occasions found Mr. Jones and Mr. Wallace at 
basic variance regarding policies to be pursued. Two of these dis- 
agreements, thoroughly aired in the press, related to the rubber 
program. The appointment of the Rubber Director, with his authority 
to issue directives to both the Board of Economic Warfare andthe 
Reconstruction Finance Corporation, resulted in an outcome favorable 
to the spirit of urgency prevalent in the Board of Economic Warfare 
and a consequent speeding up of the rubber program. It should be 
emphasized, however, that literally hundreds of individual transac- 


7 Clarification and Interpretation of Executive Order No. 9128 of Apr. 13, 1942, in respect to Certain 
Functions of the Department of State and the Board of Economic Warfare, May 20, 1942. 7 Federal Register 
3843. 

8 It is important to note that the BE W-State Department relationship involved approximately the same 
problems as those encountered in the OFRRO-State Department relationships in the spring and summer 
of the following year. These relationships have already been recounted. 
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tions were peaceably and amicably consummated by the two organiza- 
tions during these months. Unfortunately for the speedy prosecution 
of the foreign procurement program, the periods of peaceful relations 
‘between the Board of Economic Warfare and the Reconstruction 
Finance Corporation were of short duration. It could hardly be 
otherwise with the separation of financial control from operational and 
policy control and with the fundamental difference in point of view 
between the personnel of the two organizations, 

On December 22, 1942, the President issued a memorandum 
addressed to all departments and agencies requesting that immediate 
steps be taken to eliminate any duplication or overlapping of functions 
between the various Government agencies. Acting upon this memo- 
randum, the Vice President, in his capacity as Chairman of the Board 
of Economic Warfare, issued Order No. 5. This order provided 
that in foreign procurement, the negotiation, contract preparation, and 
the supervision and administration of contracts would be executed by 
employees of the Board of Economic Warfare while the corporate 
execution of contracts, disbursement of funds, accounting, and the 
acceptance and delivery of commodities and materials would be 
handled by the financing subsidiaries of the Reconstruction Finance 
Corporation. 

The reaction of Mr. Jones to this step can best be stated in his 
own words: ; 

The President’s Executive Order No. 9128 gave (the) Bureau [sic] of Economic 
Warfare authority to issue directives to the Reconstruction Finance Corporation 
with respect to foreign purchases. That Mr. Wallace’s own Order No. 5, issued 
while the President was in Casablanca, has equal force is open to serious question. 

Under Mr. Wallace’s Order No. 5, officials of the Reconstruction Finance 
Corporation are allegedly given no choice but to sign, without question or inquiry, 
any contract to make any commitments which the Board of Economic Warfare 
negotiates and prepares and gives a directive for, regardless of the terms and 
conditions of the contract or the extent of the Government obligations assumed... 

Their duties and responsibilities (those of the Reconstruction Finance Corpora- 
tion) cannot be properly discharged by signing blank checks or executing without 


careful examination contracts that commit the Government for hundreds of 
millions of dollars.1? 


By the 29th of May, Mr. Jones and Mr. Wallace seemed to have 
reached an understanding regarding the transfer of the United States 
Commercial Company to the Board of Economic Warfare. Certain 
of the functions of USCC pertaining to the procurement of strategic 
and critical materials abroad were to remain with the Reconstruction 
Finance Corporation. The Board of Economic Warfare, however, 
could utilize certain of the facilities of the Corporation, independently, 


98 Federal Register 908-909. 


10 Congressional Record, vol. 89, pt. 5, p. 7260, Letter of Mr. Jesse Jones to Senator Carter Glass, July 5, 
1943, 
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for the purpose of preclusive buying. The understanding, however, 
came to naught because of Mr. Jones’s objections to the clearance 
of the arrangement in the customary manner through the Bureau of 
the Budget. 


Reorganization 


The public controversy between the Chairman of the Board of 
Economic Warfare and the Secretary of Commerce furnished the 
occasion for initiating steps leading to a greater degree of organiza- 
tional consolidation of foreign-affairs functions carried on by agencies 
outside the State Department. After the two officials carried their 
cases to the press, the President, in line with a policy announced 
during the heat of the rubber controversy in the fall of the previous. 
year, solved the immediate problem by removing Mr. Wallace and 
Mr. Jones from their respective posts as Chairmen of the Board 
of Economic Warfare and Director of the RFC subsidiaries in the 
field of foreign procurement. This announcement was made on 
July 15, 1943. 

At the same time, the President abolished the Board of Economic 
Warfare and transferred its functions to a newly created Office of 
Economic Warfare. The USCC, the Rubber Development Corpora- 
tion, the Petroleum Reserve Corporation, the Export-Import Bank 
of Washington, ‘and all other subsidiaries of the Reconstruction 
Finance Corporation which are now engaged in financing foreign 
purchases and imports, are transferred from the Department of 
Commerce and from the Reconstruction Finance Corporation to the 
new Office of Economic Warfare’. The general principle sought by 
the Board of Economic Warfare thus was established. 

The new Office of Economic Warfare was to administer the foreign 
purchase program and to carry on the functions of BEW. Authority 
to unify and coordinate ‘the policies and programs of the agencies 
engaged in foreign economic matters in conformity with the foreign 
policy of the United States as determined by the State Department”’ 
was placed in the hands of the Director of the Office of War Mobiliza- 
tion.2 This shifted to Mr. Byrnes the problem of unifying the 
activities of OFRRO, OLLA, OEW, and the State Department. 

At the time of its issuance, the Executive order was regarded as a 
temporary step in the direction of final consolidation of the agencies 
into a single organization charged with foreign economic matters. 
Plans for the consolidation of these agencies had been under careful 
consideration for some time. The Bureau of the Budget had con- 
sistently urged such a consolidation and had repeatedly called the 


11 Executive Order No. 9361, July 15, 1943, 8 Federal Register 9861. 
Ibid. 
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attention of the President to the need for such action. The Wallace- 
Jones dispute provided the final argument. The creation of OEW 
was the first step. But nearly 3 months elapsed before the final 
action, the creation of the Foreign Economic Administration, was 
taken. 

While the Jones-Wallace argument was being headlined in the press, 
the Office of Foreign Economic Coordination was struggling to 
establish itself as the coordinating mechanism of the Department of 
State. The administrative difficulties it faced have been recouprted. 
The final decision regarding the proper relation between OFRRO 
and OFEC awaited the completion of negotiations with other United 
Nations on the establishment of a United Nations Relief and Rehabili- 
tation Administration. With a date established for the organiza- 
tional meeting of UNRRA, it was possible to reassess the problem of 
purely domestic Governmental machinery in the field of relief and 
rehabilitation. Likewise, by the end of the summer of 1943, con- 
siderations which made it desirable to maintain a separate organiza- 
tion to administer the lend-lease program had become less compelling. 
Furthermore, as described above, the State Department found it 
extremely difficult to exercise a coordinating function through OFEC. 
By the middle of September, it was clear that final consolidation of 
our foreign economic activities would have to be made outside of the 
Department of State. 

Executive Order No. 9380, of September 25, 1943, provided for 
the establishment of the Foreign Economic Administration. This 
agency was to be composed of: 

The Office of Lend-Lease Administration, the Office of Foreign Relief and 
Rehabilitation Operations, the Office of Economie Warfare (together with the 
corporations, agencies, and functions transferred thereto by Executive Order 
No. 9361 as of July 15, 1948), the Office of Foreign Economie Coordination 
(except such functions and personnel thereof as the Director of the Bureau of the 


Budget shall determine are not concerned with foreign economie operations) and 
their respective functions, powers, and duties . . ,38 


At the same time, the President announced the appointment of 
Mr. Lehman as special assistant to the President. He was assigned 
the responsibility of preparing for the participation of the United 
States in a meeting of the United Nations to be held to create the 
United Nations Relief and Rehabilitation Administration. Mr. 
Lehman subsequently was elected Director General of that organiza- 
tion. The resignation of Under Secretary of State Welles and the 
appointment of Lend-Lease Administrator Stettinius to that post 
was announced by the White House at the time the Executive Order 
creating the Foreign Economic Administration was made public.'* 


18 Executive Order No. 9380, Sept. 25, 1943, 8 Federal Register 13081. 
14 White House Press Release, Sept. 25, 1943; Department of State Bulletin, Sept. 25, 1943. 
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On October 6, the final consolidation of foreign economic functions 
took place under the authority of Executive Order No. 9385. The 
functions of the War Food Administration and of the Commodity 
Credit Corporation with respect to the procurement of food, food 
machinery, and other food facilities, in foreign countries, were trans- 
ferred to and consolidated with the Foreign Economic Administration. 
An exception to this consolidation was made in the case of sugar pro- 
duced in the Caribbean Area and food purchased in Canada, both of 
which remained with the War Food Administration. 

A press release issued by the new Administrator, Leo T. Crowley, 
on October 6, 1943, announced the complete unification of the foreign 
economic operations formerly carried on by more than a dozen 
agencies and offices.® 

On November 6, 1943, the Department of State abolished the Office 
of Foreign Economic Coordination and announced the appointment of 
four groups of advisers to be ‘‘concerned respectively with the foreign 
aspects of matters relating to the allocation of supplies, of wartime 
economic activities in liberated areas, of wartime economic activities in 
eastern hemisphere countries other than liberated areas, and of 
wartime economic activities in the other American republics’.* Five 
days later the Department of State and the Foreign Economic Adminis- 
tration reached an agreement concerning the proper role of each 
agency in the conduct of foreign economic programs. This agreement 
covered the entire range of problems which had perplexed both the 
Department and the several operating agencies for more than 18 
months. Important among its provisions was one providing for 
a method of settling differences or disagreements which might arise in 
the field or in Washington. 

Thus, there was established, outside the Department of State, 
a single agency responsible for export control, foreign procurement, 
lend-lease, reverse lend-lease, American participation in foreign 
relief and rehabilitation, and economic warfare (including foreign 
economic intelligence). All of these activities were to be carried on 
under the administration of a single individual and in conformity with 
the established foreign policy of the Government of the United States 
as determined by the Department of State. While the consolidation 
was not perfect and some international economic activities remained 


18 The agencies and activities consolidated were: Board of Economic Warfare, Office of Lend-Lease 
Administration, Office of Foreign Relief and Rehabilitation Operations, Reconstruction Finance Corpora- 
tion, Commodity Credit Corporation, United States Commercial Company, Export-Import Bank of 
Washington, Rubber Development Corporation, Petroleum Reserve Corporation, Cargoes Inc., Office of 
Foreign Economic Coordination, Metals Reserve Corporation, Defense Supplies Corporation, and Defense 
Plant Corporation. In the case of the RFC and its subsidiaries and the CCC, only those functions per- 
taining to foreign purchasing were transferred to FEA; in the case of OF EC, only those operating functions 
and personnel determined to be such by the Director of the Bureau of the Budget, were transferred; in the 
other cases, the transfers were of entire organizations. 

16 State Department, Departmental Order No. 1210, Noy. 6, 1943. 
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outside of the consolidation, points of friction had been reduced in 
number and a far-reaching administrative reorganization had been 
accomplished. 

A merger of operating agencies such as those concerned with foreign 
economic relations produces friction and confusion, and for a time 
delays effective action till the inertia of established working habits 
and habitual procedures is overcome. This inertia is the more severe 
when one of the organizations in a merger is part of an established 
department with a long tradition of procedure. It therefore took 
time for the Foreign Economic Administration to become an effective 
instrument, but once it had settled down into an assumption of its 
new duties, it conducted foreign economic affairs without any further 
major change during the war. It handled the continuing burden 
of lend-lease exports, which reached their peak in 1944, the program- 
ming and licensing of exports to friendly nations, and other matters 
of economic warfare. Its responsibilities increased toward the end of 
the war. It determined questions of American economic policy for the 
areas that were liberated as the armies advanced, administered the 
reverse lend-lease transactions that became more important the longer 
our armies were abroad, and directed the search for German assets 
concealed outside Germany. Investigations by the FEA preceded 
later diplomatic action against those sources of Nazi strength based 
on assets concealed in safe havens outside the Reich. 

The struggle that preceded the final organization of the Foreign 
Economic Administration, the hesitations and delays, were not 
exceptional in the Government during wartime, but they were not so 
inefficient as they looked. Government experience during the war 
strongly suggested that preparations for administration must remain 
flexible and adapted to change, even when changes may mean tempo- 
rary dislocation of function. The real threat to efficiency was careful 
blueprinting for a rigid organizational structure which would make 
change to meet new crises almost impossible. The complexity of 
modern society and government forbids any accurate foresight 
of what may come and a rigid system of organization sacrifices future 
gain to an immediate ease of operation. 


CHAPTER 
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assumed virtually its final form. On the domestic front, the 

War Production Board had refined its techniques for allocating 
scarce materials and guiding the flow of components. The challenge 
to the general form of organization of war activities by the proponents 
of the czar system of commodity organization had been met. The 
progress of military operations furnished additional stimulus to 
efforts to refurnish the organization for the conduct of foreign eco- 
nomic affairs, and responsibility for these matters had been concen- 
trated in the Foreign Economic Administration. In addition, the 
superstructure of war organization had been rounded out by the crea- 
tion of the Office of War Mobilization to aid the President in 
coordinating the activities of the various war agencies. 

Production requirements were still rising. The rapid progress in 
the Mediterranean theatre leading to the surrender of Italy in Septem- 
ber prevented any reduction of needs. As preparations went forward 
for new invasions in Europe and the Pacific, the demand for munitions 
and troops mounted steadily. In the earlier stages of the war, produc- 
tion had been limited primarily by shortages of raw materials and 
fabricating capacity. But now labor supply began to act as the 
ultimate limit on production. Foundries, textile mills, lumber camps, 
and other industries offering relatively low wages or characterized by 
poor working conditions were unable to hold enough labor to attain 
desired production levels. Some areas, notably those on the Pacific 
coast, began to experience a shortage of male workers in almost 
all industries. In these areas it became increasingly important that 
workers be directed to the most essential jobs and kept on those jobs. 
It also became desirable to relieve the pressure on some areas by 
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reducing future production schedules and placing the work elsewhere. 

A general scarcity of labor had been predicted by many people 
since early in 1942. Yet when it actually came to be, no operating 
procedures were in effect to meet it. This failure was due partly to 
the large number of agencies involved in the problem. The pattern 
of demand for labor was determined largely by the actions of the 
numerous procurement services while a considerable part of the labor 
supply was provided as an incidental effect of WPB limitation orders 
prohibiting or placing ceilings on production for civilian use. Thus, 
the most important actions influencing the use of manpower were not 
under the control of the War Manpower Commission, and its efforts 
to influence production and procurement policies were not markedly 
successful. 

The slowness of the emergence of labor shortages, however, was 
probably the greatest preventive of comprehensive and timely action. 
Steps which, if taken during 1941 and 1942, would have reduced the 
scarcity of labor in later years, were not taken because labor shortages 
had not yet appeared. Thus it was not possible in 1941 and 1942 
to get serious consideration of national service legislation, use of 
occupation rather than dependency status as the major criterion in 
selective service policy, or placement of procurement contracts and 
new production facilities in areas of relatively plentiful labor supply.t 
But by the time labor shortages actually became important, it was 
difficult to get action in these directions because of a widespread feeling 
that the most critical phase of the war was past and because admin- 
istrative policies and procedures had solidified into rather firm 
patterns. 

When spot shortages of labor did develop during 1943 and 1944, 
they were met mainly by improvisations by Selective Service, the 
Army, Navy, WMC, and WPB, which enabled us to get by with 
little loss of war production. The principal devices used were special 
deferment treatment by Selective Service, emergency recruitment 
campaigns by the Employment Service to man particular plants or 
industries, approval of higher wage rates by the War Labor Board to 
stimulate recruitment, furlough of trained workers by the Army for 
service in particular industries, and shifting of war contracts from 
points of acute labor shortage to other areas. The way in which 
these devices were combined varied from one situation to the next. 
In some cases, notably the textile industry, no effective action was 
ever devised and the industry continued to lose labor until the end 
of the war. In the textile case, however, the burden of reduced pro- 


1 The statement that these things were not done does not necessarily constitute a judgment that they 
should have been done. Each involves considerations other than mere production efficiency. 
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duction fell almost entirely on civilian consumption and did not 
interfere very much with military procurement. 

While this was the over-all picture, a rudimentary system for 
allocating labor supplies, involving local cooperation among WMC, 
WPB, and the procurement services, was developed in a number of 
areas where scarcity of labor was particularly pressing—notably on 
the Pacific coast. The labor controls established during the winter 
of 1943-44 were much looser than the controls over critical materials, 
but the machinery created at this time could probably have been 
tightened up to handle more critical labor shortages had they de- 
veloped. Because of its potential significance, the emergence of this 
system will be traced in some detail. 


Emergence of a Labor Allocation System 


The period from the summer of 1940 to the summer of 1943 was 
' one of large-scale manpower mobilization. The unemployed were 
put to work, some 7 million new workers entered the labor market, 
other millions transferred from peacetime to wartime jobs, and 
geographic movement of workers and their families assumed un- 
precedented proportions. This vast movement did not result to any 
important extent from direct solicitation by the Employment Service, 
the Civil Service Commission, or other Government recruiting 
agencies. It represented the response of millions of individuals to a 
variety of economic and noneconomic pressures. Movement of 
workers from nonwar to war jobs was stimulated by the much higher 
average earnings in war industries and, in the case of men 18 to 38, 
by Selective Service pressures. New workers, primarily women, were 
attracted into the labor force by the ease of securing jobs, high wage 
rates, the opening to women of many new job opportunities, and the 
disruption of family life due to military mobilization. 

By the fall of 1943 the labor reserves with which the United States 
had entered the war had been fully mobilized. Unemployment, 
which stood at about 9 million in July 1940, fell to 780,000 in Sep- 
tember 1943, about the irreducible minimum. The number of 
women in the labor force, estimated at 13.8 million in July 1940, 
reached a peak of 18.7 million in July 1943, and then leveled off.’ 
The number of young people under 18 in the labor force had also 
increased markedly. By the fall of 1943 everybody who would 
willingly take a job already had a job, and door-to-door recruiting 
campaigns conducted by the Civil Service Commission and the War 
Manpower Commission yielded negligible results. The work week in 
manufacturing had been increased by about 8 hours over prewar 


1U. 8, War Manpower Commission. Manpower Statistics, May 1945, No, 18, pp. 1-4. 
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levels, and had reached what both employers and Government 
agencies considered to be the maximum for efficient production. Nor 
could war production centers any longer rely on the strong inflow of 
workers from farms and small towns which had prevailed throughout 
1941 and 1942. The Italian surrender and the progress of the Russian 
armies during the fall of 1943 caused many to anticipate a speedy 
conclusion of the war; a marked outflow of workers from war pro- 
duction centers set in. By late 1943, many cities were experiencing 
a net loss of labor. 

A stationary total labor supply meant a shrinking civilian labor 
force, for Selective Service inductions were still running at about 
400,000 per month. At the same time the demand of war industries 
for labor was increasing. Munitions production was rising at a rate 
of about 4 percent per month,‘ and this called for some expansion of 
employment in war industries though not nearly so large an expansion 
as was indicated by some current estimates.° Turn-over also con- 
tinued at a high rate. In September, 1943 the monthly quit rate 
reached a peak of 6.29, while total separations were 8.16—a rate 
of almost 100 percent per year. The case of the Boeing plant in 
Seattle, which had employed 250,000 people since June, 1940 but had 
only 39,000 employees in June 1943, was by no means unusual. 

At this time, as throughout the war, the labor supply situation 
was very uneven in different parts of the country. Labor scarcity was 
greatest in a few areas—chiefly on the Pacific coast and in the north- 
eastern States—into which facilities and contracts had been crowded 
and which had become congested with war workers and military 
personnel until no more could be absorbed. Several steps might have 
been taken to make certain that the labor needs of war plants in such 
areas would be met. The demand for labor could be reduced by 
inducing the procurement services not to place contracts in the area 
or to withdraw contracts already placed, and by curtailing non- 
essential civilian production in the area. While labor supplies could 


§ Average weekly hours in manufacturing increased from 37.3 in May 1940 to 45.3 in May 1943 (Manpower 
Statistics, Sept. 1943, p. 47). This represents a general increase from a scheduled work-week of 40 hours in 
1940 to 48 hours in 1943. In shipbuilding and certain other war industries, however, a scheduled work-week 
of 60 hours or more was not uncommon at this time. 

4 The War Production Board’s index of total munitions production rose from 97 in June 1943 to 117 (which 
proved to be the peak) in November 1943. 

5 It was estimated in July 1943 that employment in munitions and munitions materials industries would 
have to increase 1,700,000 by January 1944, to meet production programs (WMO, Manpower Statistics, 
September 1943 p. 1). As matters actually developed, employment in munitions industries reached a peak 
in November which was only 300,000 above the July level, and employment in January 1944 was exactly the 
same as in July 1943. ‘This discrepancy between forecast and event probably arose in part from contract 
cut-backs not foreseen in July, from increased output per manhour as hoarded labor was put to work and 
more efficient methods were developed, and from the consistent tendency of employers to overstate their 
labor requirements (on which WMC estimates were based). This frequent forecasting on the basis of im- 
perfect statistics of an impending ‘“‘manpower crisis” which later failed to develop was an important factor 
tending to discredit WMC in the eyes of WPB and the military. WMC cried “‘wolf” so often that other 
agencies were skeptical even when shortages actually appeared. 
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Cuart 51. Munitions Production and Employment. 
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not be increased, labor becoming available through turnover could 
at least be funneled into the local office of the United States Employ- 
ment Service and directed, through a system of priorities or allocations, 
to the points of greatest need. 

Previous efforts to reduce the demand for labor in areas of shortage 
had met with only limited success. In October 1942 the War Pro- 
duction Board, by its Directive No. 2, instructed the procurement 
services to consider the adequacy of labor supply in particular areas 
as a factor in contract placement; this directive was amended and 
strengthened in the fall of 1943. The impact of this directive on 
actual procurement practice, however, was not large. Among the 
reasons where the traditional independence of the procurementservices, 
preoccupation with price and delivery considerations, reluctance to 
give up customary sources of supply, reluctance to give up a facility 
which may then be taken over by a competing procurement branch, 
and the absence of any continuous policing by Army Service Forces 
-headquarters of compliance by contracting officers with Directive 2. 

Some consideration was also given during 1942 to curtailment of 
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certain lines of civilian production in tight labor markets through use 
of WPB’s controls over materials. Both WMC officials and the 
Planning Division of WPB urged that WPB adopt a program of 
“concentrating”’ specific civilian industries in areas of adequate labor 
supply, on the lines of the concentration program already adopted in 
Great Britain. Great opposition was encountered, however, not only 
from industrialists and Congressmen in the areas where curtailment 
was proposed, but also from WPB industry divisions. After two or 
three relatively minor concentration orders had been issued, the 
program was abandoned and was never revived.® 

In the areas of greatest labor scarcity, then, it was not possible 
either to increase labor supplies or appreciably to reduce the demand 
for labor. Nor was it possible without national service legislation to 
compel workers, except able-bodied men of draft age, to transfer from 
nonwar to war work. There remained the possibility of inducing 


6 The orders issued covered production of farm machinery, kitchen stoves and typewriters. WPB also 
ordered the closing of all gold mines in the North Central and Mountain States in order to release miners for 
nonferrous metal mining. The “West coast program”’ announced in September 1943, details of which are 
discussed below, contained a statement that WPB would consider steps to release labor by curtailing civilian 
production on the west coast. Congressmen from the coast were at once flooded with inquiries and pro- 
tests from businessmen. Within a few days Senator Downey called WMC and W PB officials before a sub- 
committee of the Senate Military Affairs Committee and pressed them for assurances that nothing would 
be done on this point. Mr. Wilson of WPB assured him that his agency had no plans of this sort, and noth- 
ing further was ever heard of the matter. (U. 8. Congress. Senate. Committee on Military Affairs. 


Labor Shortages in the Pacific Coast and Rocky Mountain States, 78th Cong., Ist sess., Hearings on 
8. Res. 88 and S. Res. 113, Sept. 9-10, 1943.) 
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_ Cuarr 53. Average Hours of Work in Manufacturing Industries. 
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workers already in essential war work to stay on their jobs, and 
directing to war work any people coming voluntarily into the labor 
market from the home, from other areas, from nonwar work, or (since 
turnover of war workers could not be entirely prevented) from other 
war jobs. 

Before the end of 1942, the War Manpower Commission had begun 
trying to keep war workers on their jobs through local employment 
stabilization plans, under which employers in essential industries 
undertook not to hire a worker previously employed in an essential 
industry unless he presented a certificate of availability from his 
previous employer or from the Employment Service. Plans of this 
type were announced in Baltimore in August 1942, in Buffalo on 
October 15, 1942, in Louisville on November 9, 1942, and in Detroit 
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Cuart 54. Non-Agricultural Placements by U.S. Employment Service. 
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on December 10, 1942. As WMC appointed more and more area 
directors, employment stabilization plans were established in most of 
the important industrial areas of the country.’ In addition to these 
area plans, the 12 regional directors had, by June 1943, established 
regional stabilization programs which—on paper, at least—covered 
all essential industries outside established manpower areas. 

These plans do not appear to have been very effective in reducing 
turn-over in war industries. They depended entirely on voluntary 
compliance by employers. Nor were the controls over workers very 
stringent. A worker who was denied a certificate of availability by 
his employer could get himself fired or could apply to the Employ- 


7 By March 16, 101 area directors had been a 


ppointed and 44 employment Stabilization plans were in 
operation. 
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ment Service for a certificate which might be granted on a variety of 
grounds. It is doubtful, therefore, that many workers who really 


- wanted to change jobs were deterred from doing so by these plans. 


The plans did have the effect, however, of funneling more workers 


. through the Employment Service,’ and thus made it possible theoreti- 


cally to apply a system of labor priorities. 

The idea of labor priorities had been familiar to planning officers 
of the Employment Service since at least 1939. Their thinking was 
incorporated in an early directive ° of the War Manpower Commission 


- which instructed the Employment Service to give placement priority 


to essential plants in order of their importance, and in a number of 
field instructions to the Employment Service on this subject. As a 
result of these instructions many local employment offices adopted 
an informal priority system during 1942 and early 1943. 

Operation of an effective labor priorities system, however, required 
authoritative determination of the relative importance of particular 
products and particular plants in the total war program. Neither 
local employment offices nor WMC headquarters could make such a 
determination. It was apparent fairly early, therefore, that deter- 
mination of labor priorities would require some sort of cooperative 
action between WMC and the War Production Board. Negotiations 
to this end were carried on intermittently between the two agencies 
from mid-1942 to mid-1943 with very little visible result. This was 
due partly to differences of opinion concerning the relative roles of 
the two agencies in a joint program. Many people in WPB thought 
that the Board was in the best position to determine labor require- 
ments and priorities, and that the role of WMC should be restricted 
to recruiting and supplying workers in the numbers and at the places 
specified by WPB. This was also the general view of the procure- 
ment agencies. WMC officials, on the other hand, insisted that the 
fact that a plant is making an important product or even that it is 
behind schedule does not necessarily indicate that it needs labor. 
Determination of the plant’s need for labor requires information on 
labor utilization and other matters which WMC considered to, be 
within its jurisdiction. WMC therefore argued that WPB should 
confine itself to furnishing a list of end-products arranged in order of 
urgency, and that from there on all work on labor requirements and 
priorities should be carried out by WMC." 

Perhaps more important than these differences of opinion was the 
fact that WMC had during 1942 no operating program to which infor- 


8 USES nonagricultural placements were 640,000 in August 1942, and 1,259,000 in August 1943. 

9 War Manpower Commission Directive No. III, June 22, 1042, 7 Federal Register 4748. 

10 Directive II of the War Manpower Commission, issued on June 22, 1942 (7 Federal Register 4748-9) 
instructed WPB to supply WMC with information on the relative importance of critical war products. 
Because of the difference of viewpoint just described, however, no action developed from this directive. 
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mation obtained from WPB could be applied. A system of labor 
priorities had necessarily to be applied on a local basis, and could not 
develop until WMC area operations were firmly established. 

A first step toward relating production programs and manpower 
requirements on a local basis was taken in June 1943, when Mrs. Anna 
Rosenberg, Director of WMC Region II, announced a revision of the 
Buffalo employment stabilization program. All male workers in 
the area were to be hired henceforth only through the Employment 
Service or other approved hiring channels. Although compliance with 
the program was voluntary, employers hiring outside the approved 
channels could be denied the facilities of the Employment Service. 
A labor priorities committee was created including representatives 
of WMC, WPB, and the procurement agencies. Taking into account 
the relative urgency of various end-products and the actual needs 
of individual plants for male workers, plants were placed on one of 
four lists: A priority, B priority, other essential plants, and other 
plants. All workers possessing the necessary skills were to be referred 
first to plants on the A priority list. The installation and initial 
success of this program led to intensified discussion at WMC head- 
quarters of the possibility of extending labor priorities to other areas. 
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In the meantime a critical manpower situation had been developing 
on the Pacific coast. This region had undergone since 1940 a very 
great expansion of shipbuilding, aircraft and other production facilities, 


which were now striving to reach full production. Many military 
- establishments requiring a large number of civilian maintenance and 


service workers had also been constructed on the coast. Immigration 
of workers from other states called for increased employment in 
trade, services, and other supporting activities, which, however, found 
it impossible to compete with the wage scales of war industries and 


- tended instead to lose labor. Many war plant workers, dissatisfied 


with inadequate housing and community services, left their jobs after 
a short time. In the summer of 1943, the Pacific coast faced a situation 
in which labor demands were still being aggravated by placement 
of new contracts and facilities, turn-over was high and rising, there 
was heavy migration in both directions along the coast and from the 
coast to other areas, and no substantial reserves of labor existed.™ 
Although all of the industrial areas had employment stabilization 
plans, certificates of availability were being issued very freely by the 
Employment Service, and did not constitute an effective control over 
the movement of labor. 

The program developed to meet the situation on the West coast 
will be discussed in some detail, since it was subsequently extended 
to other areas and in fact constituted the main operating program 
of WMC for the remainder of the war. Early in August the Under 
Secretary of War informed James F. Byrnes, Director of OWM, that 
airplane production on the Pacific coast was seriously behind schedule 
because of labor shortages. Mr. Byrnes asked Bernard Baruch, who 
was at that time serving as an adviser to OWM, to investigate the 
situation and prepare proposals for action. After discussions with 
the interested agencies, Mr. Baruch and Mr. Hancock, his assistant, 
presented on August 19 a proposal for a “labor budget plan,” involving 
adjustment of production programs on the west coast to available labor 
supplies and controlled referral of workers to plants on a priority 
basis. A detailed plan to accomplish these objectives was drafted by 
the War Manpower Commission. After further discussions among 
WMC, WPB, the War Department, and the Navy, the program was 
approved by Mr. Byrnes and released to the press on September 4; 
Its main provisions were: 

1. In each critical area there was to be appointed an Area Produces 
tion Urgency Committee representing all the procurement agencies 
under WPB chairmanship. The chairman of each committee was to 
determine the relative urgency of production programs in the area 


11U. 8. Congress. Senate. Committee on Military Affairs. Labor shortages in the Pacific coast and 
Rocky Mountain States, 78th Cong., 1st sess., Hearings on 8. Res. 88 and S. Res. 113, Sept. 9-10, 1943. 
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and advise WMC of such determination, review proposals for any 
new supply contracts and facilities in the area which would require 
additional labor and recommend to WPB their approval or disapproval, 
develop programs for balancing labor supply and requirements by 
redistributing production from one area to another where necessary, 
and recommend to WPB any adjustments in civilian production 
necessary to bring labor requirements within the bounds of available 
supplies. 

2. In each area an Area Manpower Priorities Committee was to be 
established, with substantially the same membership as the APUC, 
but sitting under a chairman appointed by WMC. The Area Man- 
power Director, with the advice of the Area Manpower Priorities 
Committee and using the information on production urgency pro- 
vided by the APUC, was to list establishments according to the 
urgency of their need for labor, set employment ceilings for individual 
plants, and refer workers to jobs on the basis of these determinations. 

3. The procurement agencies were iastructed to present to the 
appropriate APUC for review any contract involving an increase in 
employment in the area, to give special consideration to the west 
coast in making production cut-backs, to redirect existing production 
from the west coast to other areas wherever feasible, and to encourage 
their contractors to subcontract as much work as possible to pro- 
ducers outside the west coast region. 

4. Selective Service was to give special consideration for deferment 
to workers in critical occupations in high priority establishments. 
Registrants qualified for critical occupations but not employed in 
high priority plants were to be referred to the Employment Service 
for placment in such plants. 

5. At the request of a plant management or WPB, WMC was to 
undertake studies of labor utilization in particular plants and make 
recommendations for better utilization of labor; it was to make full 
use, however, of the facilities and resources of all other Government 
agencies—which meant principally the procurement agencies. WPB 
and the procurement agencies were to cooperate in such surveys and 
to use their influence to secure the execution of approved recom- 
mendations. 

Announcement of the program aroused alarm and opposition on the 
coast, which had received its first information concerning it from a 
leak to the press on August 31. About 2 months’ time was required 
to allay this opposition and to develop the local administrative 
machinery required to operate the program. By November 15, 
however, production urgency and manpower priorities committees 
were established in the five key areas of San Diego, Los Angeles, 
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San Francisco, Portland and Seattle? Controlled referral was 
applied to all males in Los Angeles; to all males and all women in 
essential activity in Portland, San Francisco, and San Diego; and to 
all workers in Seattle."™ Production urgency lists, manpower priori- 


. ties lists, and employment ceilings were established for each area, 


and workers were referred to jobs in accordance with these priorities. 
The Selective Service System also took immediate steps, noted more 
fully below, to postpone the induction of necessary workers in west 
coast aircraft plants. 

Certain parts of the program were never given much operating 
effect. The section calling for labor utilization studies, for example, 
was merely one more round in a long and unsuccessful struggle by 
WMC to acquire functions in this field. The Executive order 
establishing WMC had authorized it to develop programs to secure 
the maximum mobilization and utilization of the Nation’s manpower. 
WMC had from the first interested itself in in-plant utilization of 
labor and had frequently attempted to assert its right to make plant 
inspections and to withhold labor from employers who were hoarding 
or otherwise misusing it. This conception, however, was vigorously 
resisted both by private management and by the procurement 
agencies. The management viewpoint was well presented in the dis- 
cussions of the WMC Management-Labor Committee. Management 
members of the committee stated emphatically that the WMC labor 
utilization consultants, whose very title was indicative of their lack of 
status, should perform purely service functions for employers; they 
might make recommendations if the employer asked them to do so, 
but any action on these recommendations was a function of manage- 
ment. Labor members believed that utilization of labor was a proper 
subject for union-management discussion but tacitly agreed with 
industry that it was no affair of government." 

The procurement agencies took the view that labor utilization was 
a concern, first of management and second of the contracting officer in 
the plant. If a contractor was not using labor effectively, this was 
a matter between him and the contracting officer into which an 
‘outside’? agency such as WMC should not intrude. This was a 
tenable position provided the procurement agencies had themselves 
pressed employers to use labor effectively. But they were not staffed 

12 Although the plan was termed a ‘‘west coast’’ plan, it was in fact confined to these areas. Other parts of 
the three Pacific Coast States continued to be covered by the simpler employment stabilization programs, 
13 “Controlled referral’? did not mean exclusive hiring through the Employment Service; company per- 
sonnel offices and trade-union offices were named as authorized hiring agencies in many cases. In San 
Diego, for example, 146 unions were authorized to act in this capacity. While spot checks indicated that 
authorized hiring agencies were operating in general accordance with priorities rules, the controls were 


inevitably looser than they would have been had hiring been completely centralized. 
144 War Manpower Commission, Management-Labor Policy Committee, Minutes, Jan. 22, 23, 1943, pp. 
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to do this and, with the exception of occasional flagrant cases, did not 
do it. Their activity was primarily directed to insisting that WMC > 
meet at once the alleged manpower needs of any contractor. Their 
position, in other words, was that WMC was purely a labor recruiting 
and supplying agency which must accept at face value the labor 
requirements stated by employers. 

The labor utilization section of the west coast program was another 
attempt by WMC to circumvent this attitude of the procurement 
agencies, and was no more successful than earlier efforts had been. 
WMC utilization consultants were not able even to gain admission to 
west coast plants working for the Maritime Commission and the Army 
Air Forces—and this included the largest plants in the region— and 
did not have much better success elsewhere. 

The provisions of the west coast program which called for adjust- 
ment of labor requirements to available supplies on an area basis also 
proved to have little effect. Procurement agencies were required to 
submit to the Area Production Urgency Committee for review only 
those contracts which in their judgment, i. e., usually in the judgment 
of the contractor himself, would require the employment of additional 
labor. Even when contracts were presented for review, powerful 
community pressures worked against disapproval, and the volume 
of disapprovals recommended by area production urgency committees 
was negligible. The plan established no control over the letting of 
subcontracts to west coast firms. It did instruct the procurement 
agencies to induce prime contractors in the region to subcontract 
more work outside the region; whether any important results were 
achieved in this direction cannot be determined from the available 
data. 

WPB took no action on the section of the program which authorized 
curtailment of less essential activities in order to release labor for 
war work. Action on this front would have been highly unpopular 
on the west coast. Yet so long as it was not taken, the procurement 
agencies were in an impregnable position in contending that their own 
activities should not be curtaiied. Data on over-all labor requirements 
and supplies were so unsatisfactory that it was impossible to convince 
a procurement official that programs in which he was interested 
could not be carried out. In the absence of any genuine control over 
either aggregate labor demands or supplies, in the absence even of any 
reliable estimates on these matters, the‘ balancing of the labor budget” 
on an area basis which Baruch had recommended was bound to remain 
an unrealized objective. 

The west coast program did not succeed either in reducing turn-over, 
though it may have prevented it from rising still higher. After 
a normal seasonal decline in the latter part of 1943, turn-over rose 
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again to about the level at which it had been before the plan was 
announced. There was indeed no reason to expect a reduction of 
turn-over; the only restriction on quits was the certificate of avail- 
ability, and certificates continued to be dispensed as readily after the 
plan was established as before. In November 1943 the percentage 
of requests for statements of availability which were denied was 
4.6 in San Diego, 2.3 in San Francisco Bay, 8.3 in Los Angeles. These 
percentages were roughly the same as in September. 

The program did, however, have at least four significant results. 


_ First, it eased the labor recruitment problem of high-priority plants 


by exposing a larger number of workers to jobs in these plants. 
Controlled referral channeled a larger proportion of the manpower 
flow through the Employment Service, and the priority system 
directed this flow to the points of greatest estimated need. 

Second, the process of setting employment ceilings appears to have 
called forth a more realistic appraisal of labor requirements from 
employers and procurement officials. The apparent “tightness” of 
labor markets on the west coast, as elsewhere, was partly a statistical 
illusion resulting from highly inflated requirements and correspond- 
ingly alarming labor “deficits.” When the fact of limited total supplies 
was impressed on everyone by an allocation procedure, some of these 
stated requirements were drastically reduced. The possibility that 
contracts might be withdrawn was also an inducement to employers to 
reduce the ‘‘tightness” of the area by cutting their requirements. 

Third, adoption of the west coast program caused procurement 
officials in Washington to give increased attention to labor supply in 
placing contracts. While work already under way was not removed 
from the coast, a good deal of future work was canceled and many 
contracts which would otherwise have been crammed into the area 
were placed elsewhere. This did not effect a systematic balancing 
of labor supplies and requirements in each area but it did ease pressure 
on the west coast as a whole, and was doubtless the most important 
effect of the program. 

Fourth, the west coast directive provided for the first time a program 
and an administrative framework within which the efforts of procure- 
ment, production, and manpower agencies could be organized to meet 
manpower shortages at the local level. This was an important 
achievement even though the stated objectives of the program were 
for the most part not achieved. The limited results of the program 
were due partly to the fact that the manpower situation did not 
deteriorate further but tended if anything to improve during 1944 as 
Selective Service withdrawals slackened, production cut-backs were 
made, and industrial efficiency increased. The pressure of acute 
scarcity necessary to overcome political and administrative resistances 
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was not present. Had the manpower situation become really alarming 
during 1944, it would have been possible, by tightening up the ma- 
chinery and enforcing the controls provided in the west coast pro- 
gram, to achieve additional improvements in the use of manpower. 

Certain features of the west coast program were adopted in many 
other critical areas during the winter of 1943-44. This was done 
largely at the instance of State and area WMC directors. Because 
of the strength of management-labor opposition to “compulsion,” 
which varied from area to area, WMC headquarters considered it 
unwise to order the establishment of any uniform pattern of controls 
throughout the country. Area directors, however, were often willing 
to add new controls after some other areas had tried it and “gotten 
away with it.”” Employment stabilization plans had spread in this 
way during the first half of 1943. Once the west coast program had 
demonstrated its ability to survive, certain of its provisions also tended 
to spread ‘“‘on the grapevine” to other areas. By May 15, 1944, ten 
areas outside the west coast had the full equipment of manpower 
priorities, employment ceilings, and controlled referral.’® While the 
results of these programs have not been appraised, the comments made 
above on the results of the west coast plan would probably be applicable 
rather generally. 

On June 1, 1944, WMC instructed its regional directors to take 
action by July 1 to establish manpower priorities committees and 
controlled referral of male workers in all manpower areas, and employ- 
ment ceilings in all shortage (group I and II) areas. This action 
rounded out a substantially uniform national pattern of manpower 
control on the lines of the west coast program, Only two additional 
“oadgets’’ were added to the program during the war: (1) In some 
areas especially critical plants were manned by limiting all referrals 
to them for a certain period; in other areas, however, employment 
service interviewers were merely instructed to “sell” jobs in high 
priority plants and exclusive referral was not used. (2) Beginning in 
January 1945, an effort was made to compel limited numbers of 


workers to transfer to essential work by reducing employment ceilings 
in less essential plants. 


Selective Service Policy and National Service 


The problem of industrial labor supply was part of the larger 
problem of obtaining a balanced allocation of manpower among 
industry, agriculture, and the Armed Forces. The creation of WMO, 
and the transfer of Selective Service to it in December 1942, had been 


15 U. 8S. War Manpower Commission. Bureau of Placement. Report on the Manpower Program, 


May 25, 1945, Table II “Areas with Manpower Programs Extending Beyond the Minimun Required by 
Regulation (7).’’ (Mimeo.) 
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steps in the direction of over-all manpower allocation. Progress in 
this direction was reversed, however, when Congress intervened, first 
to secure special Selective Service consideration for farmers, second 
to secure special consideration for fathers, and third—in December 


- 1943—to remove the Selective Service System from the War Man- 


power Commission. The selection of men for military service was 
never part of a long-range and comprehensive manpower program. 
It was done by some 6,500 autonomous local boards, somewhat influ- 
enced by shifting policies hammered out at national headquarters 


under the immediate pressure of next month’s draft call. 


From 1940 until February 1943, more than 80 percent of the men 
inducted into the armed forces were single men under 30." By the 
spring of 1943, however, the supply of such men was virtually ex- 
hausted. Draft calls were still running at a rate of about 400,000 
per month. These calls could be met only by drafting men hitherto 
deferred because of their occupation or their dependency status. But 
which group should be called first? Should occupation or dependency 
constitute the primary basis of deferment? Should fathers be drafted 
while men without dependents remained deferred on occupational 
grounds? 

The Selective Service System’s freedom of choice in this respect 
had been somewhat limited in November 1942 by a Congressional 
requirement that agricultural workers be given special consideration 
for occupational deferment. Section 4 (K) of Public Law 772 (77th 
Cong., 2d sess., ch. 638, H. R. 7528)—the so-called ‘Tydings amend- 
ment’’—required that local boards defer any worker ‘necessary to and 
regularly engaged in an agricultural occupation or endeavor essential 
to the war effort . . . so long as he remains so engaged and until such 
time as a satisfactory replacement can be obtained.’’ While this 
simply repeated language already contained in Selective Service 
instructions to local boards on occupational deferment, it was a clear 
expression of congressional intent that farm workers be given special 
treatment and they were in fact given virtually a blanket exemption 
from this time on. By September 1, 1943, some 2,095,788 agricul- 
tural workers had been given occupational deferment, compared with 
1,527,382 in all other industries. Agricultural deferments amounted 
to 47 percent of the number of men aged 18 to 44 who were in the 
agricultural labor force in 1940. Occupational deferments of other 
workers at this time amounted to only 7 percent of the 1940 male 
labor force aged 18 to 44. 

WMC officials, preoccupied with the manpower needs of war in- 


16 Most of the remainder were under 38. Men 38 through 44 were accepted for service until Dec. 5, 1942, 
but only a small percentage of the men in this age bracket were able to meet the physical standards of the 
services. 
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dustry, wished to eliminate the dependency criterion as rapidly as 
possible and to base deferment primarily on the individual’s produc- 
tive contribution. Selective Service officials, on the other hand, 
were skeptical of alleged occupational indispensability, and were 
inclined to delay the drafting of men with dependents even if this 
meant cutting heavily into the occupationally deferred group. This 
feeling was particularly strong in the local boards, some of whom 
refused to draft fathers even after they had been instructed to do so 
by Selective Service headquarters. Whatever the merits of the 
matter, the Selective Service viewpoint was probably a more accurate 
reflection of congressional and public opinion than the WMC position. 

A convenient way out of the difficulty might have been found if 
all men with dependents could have been induced to take necessary 
jobs in essential activities and then deferred on that ground. A step 
in this direction was taken on February 1, 1943, when the Selective 
Service System issued a list of “nondeferrable occupations.” Local 
boards were instructed that men of draft age who did not leave these 
occupations—which were largely in the luxury manufacturing and 
service industries—by April 1 were to be classified as available for 
induction regardless of dependency status. The intention was to 
add occupations to this list from time to time and thus force more and 
more men with dependents into essential work. Because of the strong 
congressional criticism evoked by the order and for other reasons, 
however, this was never done. 

This order was a major factor in the introduction by Senator 
Wheeler of the “father draft bill’ —S. 763, Seventy-eighth Congress, 
introduced February 25, 1943—which would have exempted men with 
dependent children from induction regardless of their occupation. 
The order was rescinded on December 5, 1943, after passage by 
Congress of a revised version of the Wheeler bill, which is discussed 
below. 

While discussion of alternative policies was proceeding, the pressure 
of high draft quotas continued inexorably. On April 12, Selective 
Service ordered that men with collateral dependents or with wives 
only were to be reclassified into I-A, leaving in IIJ—A only “pre- 
Pearl Harbor fathers.” By July it was apparent that fathers would 
have to be taken in the fairly near future. On July 31, the local 
boards were instructed to begin reclassifying fathers into I-A, though 
fathers were not to be inducted before October 1. Administrative 
procedures were set up to ensure that nonfathers would be called 
before fathers, and that fathers would be called from all local boards 
at about the same time. In public statements which were headlined 
in the press, WMC Chairman McNutt and Selective Service Director 
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Hershey announced that about 500,000 fathers would have to be 
inducted between October 1 and January 1. 

As matters actually developed, however, only about 100,000 fathers 

were inducted during this period. Despite headquarters instructions, 

_. the local boards avoided drafting fathers by inducting the occupation- 

ally deferred at a much more rapid rate and by underfilling their 

quotas by about 30 percent during these months. This attitude was 

perhaps not unconnected with the fact that Congress began considera- 

tion of the Wheeler “father draft bill” on September 15; many boards 

- hoped that if they held back on inductions of fathers and if the Wheeler 
bill passed they might never have to take this unpleasant step.’ 

As finally enacted ” by Congress on December 5, the Wheeler bill 
provided merely that fathers should be called after all available non- 
fathers, which was substantially what Selective Service was already 
trying to do. The act also contained a provision which reestablished 
the Selective Service System as an independent organization outside 
the War Manpower Commission. ® The transfer of Selective Service 
to WMC in December 1942 had actually had very little effect on 
Selective Service operations. It had, however, displeased Selective 
Service officials and they were glad of an opportunity to secure a 
reversal of the President’s decision from a Congress critical of WMC 
and easily disposed to blame it for the father draft problem. 

Before large-scale induction of fathers got under way, the entire 
draft situation was changed by the Army’s decision in early 1944 that 
its prospective needs were mainly for combat replacements and that 
these should be as young as possible. This pointed toward the 
induction of more young men who had until this time had occupational 
deferments. There were on February 1 some 998,400 men under 26 
in the occupationally deferred classes (II—A, II-B, IJ-C and III-C), 
and of these 910,000 were nonfathers.’® 

In February the War and Navy Departments informed the Presi- 
dent that the lag in inductions noted above was endangering the 
fulfilment of strategic plans. On February 26 the President sent a 
memorandum to Mr. McNutt and General Hershey calling for a 
review of all occupational deferments, particularly for men under 26. 
This memorandum was immediately wired to all State Selective 


17 57 Stat. 596 (Public Law No. 197) 


18 Public Law No. 197 provided that the powers delegated to the President under the Selective Service 
Act could be delegated by him only to the Director of Selective Service. ‘This was implemented by Execu- 
tive Orders No. 9409 and 9410, Dec. 23, 1943, (8 Federal Register 17319) which respectively made the Director 
of Selective Service a member of WMC and delegated to him (rather than to the Chairman of WMO) the 


President’s powers under the Selective Service Act. 

19 U.S. Congress. House. Committee on Military Affairs. Investigations of the National War Effort. 
Hearings before the Special Committee on Draft Deferment . . . 78th Cong., 2d sess., pursuant to H. Res. 
30, March 15-31, 1944, p.3. Of these 910,000, however, 562,400 were engaged in agriculture and were difficult 
to induct because of Congressional feeling that agriculture should be given special consideration. 
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Service directors with instructions to order such a review in their 
States. 

This step completed a trend which had been evident for several 
months toward selection of men for military service on an age basis. 
On January 6, 1944, local boards had been instructed not to grant 
occupational deferments to men 18 to 21 except on certification by 
the State director.” This intensive scrutiny of occupational defer- 
ments was now extended to men 22 to 25. Selection policy had shifted 
definitely toward emphasis on age categories, 18 to 21, 22 to 25, 26 to 
29, 30 to 33, 34 to 37—with the occupational deferment policy be- 
coming progressively more liberal as one proceeded up the age scale. 
This was to remain the basic approach of Selective Service for the 
remainder of the war. 

The new policy raised once more the problem of occupational 
deferment. Some local boards set about combing out all men under 
26 with vigor and enthusiasm. The War Production Board was 
soon flooded with protests from employers and contracting officers 
that key men were being drafted and that production would be im- 
paired. This problem had arisen earlier with respect to the west 
coast aircraft plants and a procedure had been developed under which 
an employer’s request for deferment could be certified by the contract- 
ing officer in the plant and would then be given special consideration 
by local boards.” After discussions between the President, Mr. Me- 
Nutt, Mr. Nelson, General Hershey, and the armed services, a similar 
procedure was developed for key men under 26. Men in this age 
group could be deferred by local boards only on receipt of a certifica- 
tion from the State director. Certain Government agencies—the 
War Department, Navy Department, Maritime Commission, War 
Production Board, Office of Defense Transportation, War Food 
Administration, Petroleum Administrator for War, Solid Fuels 

2” Local Board Memorandum 115, Mar. 16, 1942, amended Jan. 6, 1944 (mimeo.). Two steps in this 
direction had been taken even earlier. On June 4, 1943, at the same time that local boards were instructed 
not to induct fathers before Oct. 1, the State directors were told informally that all men under 25 appearing 
on plant replacement schedules should be scheduled out during the next 6 months. On Sept. 1, 1948, the 
local boards were instructed to reexamine all occupational deferments of men 18 to 25 (Local Board Memo- 
randum 115-B). These instructions were not as compelling, however, as those issued in 1944. 

41 In August 1942 the War Department requested that no men regularly engaged in aircraft production 
on the west coast should be inducted for a 6-months’ period. On August 2 the Director of Selective Service 
authorized the State directors in Washington and California to postpone the induction of such registrants 
even if they appeared on replacement schedules and even if their home boards were located outside these 
States. Between August 2 and September 4 some 1,045 men were given an emergency stay of induction. 
On Sept. 1, this authorization was extended for another 60 days. On Nov. 6 a permanent procedure was 
issued (Local Memorandum 115-E), under which individual requests for deferment could be certified by 
the procurement representative in the plant if he considered the worker involved was irreplaceable; on re- 
ceipt of a certified request, the local board was directed to reopen the case and classify the registrant anew 
even if he had been mailed an order to report for induction. This procedure was subsequently extended to 
a number of plants not on the west coast which were making components for B-29 bombers (State Director 


Advice 254-A, Dec. 31, 1943). A special arrangement was also made with the War Shipping Administration 


for certification of merchant seamen (Local Board Memorandum 115-H, June 2, 1944, amended Oct. 28, 
1944). 
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Administration, Rubber Director, and War Shipping Administra- 
tion—were authorized to advise the State directors on the need for 
deferment of individuals in establishments under their jurisdiction. 
While their advice was not binding on the State directors, it would 
presumably be given heavy weight in their decisions on certification. 

It was obviously necessary that the agencies involved hold their 
requests for deferments within limits and that machinery be set up to 
establish a quota of deferments for each agency. The military agencies 
contended that this should be handled by the Production Executive 
Committee of WPB, on which they were heavily represented. Mr. 
McNutt, however, developed a plan for a new interagency committee 
under WMC auspices and secured a favorable vote on it in the Com- 
mission. In the end this plan was adopted, an interagency committee 
on occupational deferments was created in late March with Mr. 
McNutt as chairman, and agency quotas were set up totaling 40 
thousand. The function of this committee, however, was merely 
to present recommendations to the Director of Selective Service, 
who retained the right to designate the establishment which would 
be permitted to operate under the plan. 

The shift of Selective Service to an age basis was due to the demand 
of the armed services in 1944 for young men and to community pres- 
sure for drafting of occupationally deferred single men before fathers. 
Under the new policy, occupational deferment for men under 26 
ceased to exist except for a limited number of men whose irreplace- 
ability was certified by the employer, the responsible procurement 
_ agency, and the State Director of Selective Service. When the con- 
tinuation of the war into 1945 forced a combing out of men aged 26 
to 29,” the existing interagency committee established new deferment 
quotas for this group. The great majority of men over 30 continued 
for the remainder of the war in deferred classes—nominally on the 
basis of occupational essentiality, rather liberally interpreted, but 
actually on the basis of age and family status. The Selective Service 
System nevertheless followed a policy of “keeping the heat on” these 
men in various ways to ensure that as many as possible of them would 
remain in essential work. 

In default of a general national service act, Selective Service applied 
sanctions as best it could to able-bodied men of draft age. The most 
important order issued for this purpose was the so-called ‘‘job- 
jumping” regulation (Local Board Memorandum 115-I, December 12, 
1944) which provided that any occupationally deferred man who left 


22 State Director Advice 255-C, 255-D, Mar. 3, 1944; 255-E, Apr. 1, 1944. Washington, D. C.: Govern- 


ment Printing Office, 1944. 
23 Selective Service Regulations, Amendments No. 284 (10 Federal Register 2171-72) and No. 286 (10 Federal 


Register 2172-73). 
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his job without prior consent of his local board might be reclassified 
into a class immediately available for service. The War Manpower 
Commission opposed this order during discussions conducted by the 


‘Director of OWMR, but finally agreed reluctantly when a clause was 


added providing that USES referral cards should be given ‘‘serious 
consideration” as evidence that a man was justified in leaving his 
previous job. As its part of the arrangement, the War Department 
agreed to accept “job-jumpers” for induction even if they did not 
meet Army physical standards. Through June 1945 some 70,000 men 
were given preinduction physical examinations and about 45,000 
were inducted under this arrangement. The normal procedure with 
respect to these men was to put them in Army camps and then after 
a short time offer them a chance to return to their previous jobs as 
members of the enlisted reserve—an opportunity which few men 
declined. 

Early 1944 also saw a revival of the national service issue, the 
origins of which were discussed in chapter 7. A national service bill 
drafted by Mr. Grenville Clark and others had been introduced by 
Senator Austin and Representative Wadsworth in February 1943. 
Supported by the War and Navy Departments but solidly opposed 
by labor, industry, and agriculture, the bill was not reported out of 
committee. In December 1943, however, the War and Navy De- 
partments convinced the President that the manpower situation was 
sufficiently serious to require statutory controls. The President’s 
January message on the state of the union recommended the passage 
of ‘fa national service law—which, for the duration of the war, will 
prevent strikes, and, with certain appropriate exceptions, will make 
available for war production or for any other essential services every 
able-bodied adult in this Nation.’”’ This recommendation was part 
of a larger legislative program including heavier taxation, extension 
of the price stabilization act, and use of subsidies to hold down the 
price of food. The section of the message calling for a national service 
act was inserted without consultation with the Chairman of the War 
Manpower Commission.” 

On January 11, 1944, Senator Austin and Representative Wads- 
worth introduced an amended version of their 1943 bill. The 
amended bill declared that all men 18-65 and all women 18-50 were 
obligated to perform personal services in support of the war effort. 
A Director of National Service was to determine the number and 
qualifications of workers needed in war industry, agriculture, and other 


4S. 666 and H. R. 1742, 78th Cong., Ist sess., Feb. 8, 1943. 

* U.S. Congress. House. Committee on Military Affairs. Investigations of the National War Effort. 
Hearing before the Special Committee on Draft Deferment . . . 78th Cong., 2d sess., pursuant to H. Res. 
30, March 15-31, 1944, p. 112. 
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essential activities. Responsibility for registering, classifying, and 
selecting workers, and for directing them to stay on their preseat 
jobs or assigning them to new jobs, was vested in the Selective Service 
System. ‘Appeals could be taken from decisions of local boards 
through the regular machinery of Selective Service. 

Hearings on the bill were begun in the Senate on January 12 and 
continued off and on until March 2. Testimony in support of the 
bill was presented by Secretary Stimson and Under Secretary Patter- 
son of the War Department, Secretary Knox of the Navy Department, 
and Admiral Land of the Maritime Commission. The main argu- 
ments advanced for the bill were that it would reduce strikes and labor 
turn-over, raise the morale of the armed forces, and impose equality 
of sacrifice on the entire pupulation, Mr. McNutt publicly an- 
nounced his support of the President’s request for a national service 

law; but the Austin-Wadsworth bill which gave administrative 
responsibility to the Selective Service System was disliked by WMC 
and no one from the Commission testified on it. William Green 
expressed the opposition of the AFL to the measure, and it was well 
known that other labor and management groups held similar views. 
The committee was obviously reluctant to proceed in the face of 
this opposition, and the bill was never reported. 

After the Austin-Wadsworth bill bogged down, consideration was 
given to a more limited measure which would have empowered local 
Selective Service boards to assign IV—F’s to essential work under 
penalty of induction into Army labor units.” This proposal was 
supported by the War Department, the Navy Department, and the 
Selective Service System, and was even given general approval by the 
War Production Board. The War Manpower Commission, industry, 
and labor opposed it. The fact that nothing came of the proposal 
was due partly to a sudden easing of the draft situation. In early 
April, the Army discovered that it had erred to the extent of several 
hundred thousand men in its figures of Army strength, and that it 
was already beyond the strength authorized for July 1. As a result 
of this, draft calls for subsequent months were considerably reduced 
and pressure for legislation subsided. 

The controls exercised by WMC continued to the end to rest upon 


2% U. 8. Congress. Senate. Committee on Military Affairs. National War Service Bill. Hearings 
on... 8. 666, 78th Cong., 2d sess., Jan. 12-Mar. 2, 1944. 

270.8. Congress. House. Committee on Military Affairs. Investigations of the National War Effort. 
Hearings before the Special Committee on Draft Deferment . . . 78th Cong., 2d sess., pursuant to H. Res. 
30, March 15-31, 1944. U.S. Congress. Senate. Committee on Military Affairs. Manpower for war 
. production. Hearings . . . 78th Congress, 2d sess. on 8.1864, May 4-29, 1944. A number of earlier ‘‘TV-F 
bills’”’ had been introduced in both houses from the summer of 1942 on. See, for example, H. R. 3556 and 
4329, 78th Cong., introduced by Mrs. Luce; H. R. 5615, 78th Cong., introduced by Mr. Case; 8. 1702, 78th 
Cong., introduced by Mr. Brewster. 
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voluntary compliance by employers and workers, supplemented by 
such influence as contracting officers chose to exert over the personnel 
practices of their contractors. A comprehensive national service 
system supported by penal sanctions, which might possibly have been 
enacted immediately after Pearl Harbor, failed of Congressional 
acceptance after that time.* Leaders of labor and management were 
sincerely convinced that national service meant “‘regimentation” and 
‘forced labor,’’ and steps to dispel their impression were not taken early 
enough to be successful. Congress was extremely reluctant to touch 
legislation opposed unanimously by labor, industry, and agriculture. 
High officials of the Administration were aligned against each other 
in shifting combinations on the question whether national service 
legislation should be passed and whether, if passed, it should be 
administered by WMC or Selective Service. Perhaps most important, 
however, was the fact noted above that labor shortages never retarded 
production sufficiently to compel action. The very great labor 
reserves with which the United States entered the defense period 
enabled the country to mount a very large military and production 
effort without an effective manpower program. If the Nation had 
been called on for a maximum effort—if the war had been longer, 
military casualties heavier, the production program larger—the 
absence of a tight manpower program would have had most serious 
consequences, 

After the spring of 1944, labor shortages were not a major problem, 
though anxiety on this score was revived for a short time by the 
German counteroffensive of December 1944. Military contracts; 
which had been cut back considerably during the summer and fall of 
1944 when the end of the European war appeared imminent, were 
sharply increased after the counteroffensive began. Many plants 
which had laid off workers were faced with a difficult problem of 
rebuilding their labor force. At the same time, an atmosphere of 
crisis was created by statements of military officials that the troops at 
the front were short of ammunition and supplies, that production 
programs were lagging, and that labor shortages constituted the most 
serious production problem. 

At the instance of the War and Navy Departments, and with the 


*8 Curiously enough, no comprehensive national service law in the British sense was ever presented to 
Congress for action. Drafts of such a law abounded in the War Manpower Commission, but the steadfast 
opposition of the Management-Labor Policy Committee prevented their presentation. The bills which 
were introduced in Congress, and which found support in Selective Service and the War and Navy Depart- 
ments, were rather primitive “labor draft” laws to be administered by Selective Service and in some cases 
applying to only men of military age. These bills were abhorrent not only to labor and industry but to 
most Government officials experienced in dealing with labor matters. WMC, logically the proponent and 
administrator of national service, thus found itself in the position of opposing all legislation on the subject 
and of fighting continual rear-guard actions with the military agencies. 
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support of OWMR, the President included in his message on the state 
of the union (Jan. 6, 1945) a request for the passage of a national 
service act.” Pending action on such an act, the President recom- 
mended ‘“‘that the Congress immediately enact legislation which will 
be effective in using the services of the 4,000,000 men now classified 
_ as 1V—-F in whatever capacity is best for the war effort.”” On the same 
day Representative May introduced a bill, H. R. 1752, which provided 
for ‘‘freezing”’ in their jobs of all draft registrants already engaged in 
_ essential work, and assignment of other draft registrants—principally 
IV-F’s—to essential work through the Selective Service System. 
This bill strongly resembled proposals advanced in 1944 by Colonel 
Keesling of Selective Service and Mr. Patterson, the Under Secretary 
of War. The original draft of the bill provided that violators should 
be inducted into a special work corps under military supervision and 
at Army rates of pay. After testimony by the War Department that 
this provision might be burdensome to them, this clause was replaced 
by the regular criminal penalties of the Selective Service Act. 

In hearings before the House Military Affairs Committee, H. R. 
1752 was supported by the Selective Service System, the War and 
Navy Departments, the War Production Board, and the Farm Bureau 
Federation. Representatives of the AFL, CIO, railroad unions, 
Chamber of Commerce, and National Association of Manufacturers 
opposed the bill. The Deputy Chairman of the War Manpower 
Commission, testifying in the absence of the Chairman, made his lack 
of enthusiasm for the bill reasonably clear despite the limitations 
_ imposed on him by the official Administration position. The bill 
was reported favorably by the Committee on January 24 and was 
passed by the House on February 1 with only brief discussion. 

By the time the May bill reached the Senate Military Affairs 
Committee, WMC had prepared a counteroffensive. First, it secured 
an agreement through Judge Byrnes’ office that all the interested 
agencies would recommend to the Senate committee that administra- 
tion of the measure be vested in OWMR;; it was hoped that OWMR 
would then delegate its power under the Act to WMC rather than to 
Selective Service. Second, WMC prepared a substitute bill giving 
statutory support to existing WMC regulations and secured the 
consideration of this bill by the Committee. Third, the groups 
represented on the WMC Labor-Management Committee were induced 
to testify in favor of the substitute proposal in the hope of heading off 


2 The ability of the military agencies to press for manpower legislation was strengthened at this time by 
the presence of General Clay (formerly head of the Army Service Forces’ Production Division) as Deputy 
Director of OWMR, while the position of the War Manpower Commission was weakened by the absence 
of its Chairman on a European trip. 
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passage of the May bill. This was the first occasion on which the 
major labor and management groups had supported any legislative 
proposal in this field. 

The bill reported by the Senate committee on February 22 was 
substantially the WMC substitute bill. It authorized continuation 
of existing WMC hiring regulations under the general supervision of 
OWME;; penalties were imposed on employers for violation of these 
regulations, but there was no provision for penalties on employees. 
It thus differed radically in conception from the bill passed by the 
House, which was essentially a “labor draft’’ law applying to men of 
military age. 

The bill reported by the Senate committee was passed by the Senate 
and the two bills sent to conference. The bill recommended by the 
conference committee on March 26 was in general the Senate bill with 
the addition of provisions for “freezing” labor in designated areas 
or activities and imposing penalties on workers who violated such 
orders. ‘This bill was considered by supporters of the May bill to be 
too weak to meet the problem. The conference report was rejected by 
the House and the bill sent back to conference, where it remained until 
the rapidly approaching end of the European war removed the pressure 
for action. Had the war lasted another 3 months, legislation along 
the general lines of the Senate bill would probably have passed. 

While discussion of legislation was proceeding, the War Manpower 
Commission was attempting to demonstrate that essential labor re- 
quirements could be met through an extension of its existing area 
programs. In several critical areas an attempt was made during 
February and March 1945 to compel transference of workers from less 
essential to more essential plants by reducing the employment ceilings 
of less essential employers. A basic difficulty was that wages and 
conditions in the plants to which workers were to be transferred were 
not sufficiently attractive to make transference palatable to the work- 
ers, and the War Manpower Commission had no power to change this 
situation. Moreover, with the end of the war obviously near, workers 
were unwilling to move from permanent to temporary jobs. Employ- 
ers and unions were at best critical of compulsory transference and in 
some cases strongly opposed the program. In New Bedford, which 
soon came to be regarded as a test case, the program broke down en- 
tirely. In the other areas relatively few workers were transferred. 
Thus the program, which was intended to show that essential plants 
could be manned without legislation by an appeal to workers, unions, 
and employers in each area, ended by demonstrating the opposite. 
It proved impossible to compel workers to change jobs without a 
statute providing authority over employers as well as workers and 
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including some guarantee to the transferred workers of reemployment 
in their previous jobs. 

As the end of the European war approached, production schedules 
were once more reduced. Complaints of unemployment were heard 
for the first time in 3 years. The question of how men laid off from 
war jobs could most readily be reabsorbed into peacetime industry 
received increased attention. This was part of the larger problem of 
planning for the economic transition from war to peace, which came 
increasingly to the fore during 1945. 
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Postlude to War 


HE preceding pages have surveyed, in necessarily broad terms, 
the reorganization of the Nation’s economy and government 
for the tasks imposed by war. The major changes necessary in 
government and in the economy to effectuate this purpose had largely 
been made by the end of 1943 or early in 1944. From the point of 
view of the prosecution of the war, the period from the spring of 1944 
until the end of German and Japanese resistance was largely one of 
successful operation of the machinery previously erected for the task. 
Were we to adopt a narrow definition of our subject matter this 
volume might end here. But the task of winning the war was not 
limited to a mobilization adequate to the military defeat of our enemies 
nor is the significance of the war experience to be summed up in the 
word ‘‘victory.”’ 

Our policies on postwar international relationships, our peace terms 
to our enemies and our plans for assuring the perpetuation of peace 
were developing significantly long before VE- and VJ-days. Almost 
atthe same time that our production of munitions was reaching its 
peak late in 1943, and as victory seemed near, administrative prepara- 
tions had to be undertaken to deal with such domestic matters as the 

_settlement of war contract claims, the reconversion of industry, the 
- reemployment of demobilized military personnel and war-industry 
workers, and the disposition of surplus war property. The nature of 
these problems, the goals to be achieved, and the methods by which 
they might be best attained were the subjects of that same process of 
free and thorough discussion by which the problems of defense and 
war had been thrashed out. From such public examination of prob- 
lems and alternative courses of action came that reconciliation of 
divergent points of view which permitted the establishment of policies 
and administrative machinery which were to guide the Nation through 
the difficult days of postwar readjustment. The following chapter 
treats of these developments. 

The events described in the first fifteen chapters of this volume 
culminated in victory and therein had their justification. A principal 
objective of this analysis, however, has been to ascertain what might 
be learned about our system of government from the process by which 

we went about securing victory. A volume such as this should prop- 
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erly end with a careful and considered appraisal of the significance 
of the events discussed. 

The war years represent too profound an experience in the history 
of American democr cy to permit an evaluation by any single group 
of observers which will supply an adequate appreciation of its full 
meaning. Some appraisal of our war experience is possible, however, 
if we seek perspective by contrasting our methods with those of our 
major enemies, Germany nd Japan. Such comparison, under- 
taken briefly in chapter 16, reveals a vigor in American democracy 


‘ which its citizens, who participate in its day-to-day operations, may 


not always appreciate and which neither the Germans nor the Jap- 
anese understood. War is a cruel test of the soundness of a nation’s 
political and economic structure. Our political system, while retain- 
ing the important elements of individual freedom, succeeded in 
applying the Nation’s resources to a national task in a manner which 
by comparison with that of Japan and Germany was highly efficient. 


‘ y by, oes 
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Preparing for Peace 


with quiet elation. The death of Franklin Delano Roosevelt 

a few weeks earlier, and the realization of the magnitude of 
the task that lay ahead dampened public jubilation. But the oppor- 
tunity for vociferous celebration was not to be long delayed. Less 
than 4 months after the remnants of the Nazi armies had signed 
terms of unconditional surrender, the Emperor of Japan requested 
an armistice. The formal surrender on September 1 on the battle- 
ship Missouri in Tokyo harbor was almost an anticlimax. 

The task of organizing the Nation’s energies and resources so as to 
focus upon the enemy all possible pressure had now been completed. 
Victory had been earned at an incalculable cost. Two hundred and 
ninety-six thousand American lives had been lost; many of the 680,000 
wounded suffered permanent physical handicaps. The Nation had 
supplied its armies and those of her Allies with vast amounts of sup- 
plies and equipment; its natural resources had been heavily drawn 
upon in their production. The Nation would not soon be able to 
forget the national debt of $278 billion accumulated during these 
years. 

The United States now turned from the bloody and destructive 
business of war to the task of rebuilding the lives of peoples and 
nations. The scars of war were deep and many unhealed wounds 
remained, not only in the bombed cities and villages of Kurope and 
Asia and in the wrecked lives of those who had lived in them, but also 
in the economic, the political, and the social fabric of this unbombed 
Nation. For the United States had not been able to avoid some 


\ TICTORY over Germany came in May 1945 and was received 


- curtailment of cherished rights and privileges in the task of proving 


itself truly the arsenal of democracy. Victory held for us the hope 
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that it might be possible to return to the peacetime ways of life with 
the added knowledge gained during the war. Such desirable objec- 
tives were not to be taken for granted. The obstacles were many, 
bearing such names as demobilization, reconversion, decontrol, 
rehabilitation, inflation, surpluses, and shortages. There were few 
who looked upon the period in which such problems had to be solved 
as an easy one. 

The measure of the task might be read in the magnitude of the 
mobilization which had been accomplished. At its peak the armed 
forces totaled 12.3 million men and women who had been taken from 
their normal occupations and trained to military duties. From the 
beginning of Selective Service to VJ-day, more than 15,000,000 
individuals had experienced military service. Industry and agricul- 
ture had applied themselves to satisfying an insatiable demand by 
turning out an unparalleled volume of products. The quarterly rate 
of the Nation’s output of goods and services had risen from $34 
billion in the last quarter of 1941 to a peak of $52 billion (current 
prices) in the second quarter of 1945. The annual output rose from 
$96 billion in 1939 to in excess of $197 billion in 1944 and 1945. The — 
total for the war period approximated $687 billion of which $273 
billion was devoted to war purposes. 

To achieve this tremendous expansion of production, not only was 
the use of available productive resources greatly intensified, but the 
supply of labor and of facilities was also greatly augmented. To 
replace the men drawn into the armed forces and to meet the labor 
needs of the war program, women had left their homes and youths 
their schools to enter industry. As a result, the total labor force was. 
expanded from 54.5 million in 1940 to 64.6 million in 1945. Employ- 
ment in the munitions industries had expanded 240 percent since 
1939, and the manufacturing industries in 1945 accounted for 24 
percent of all nonagricultural employment as compared with 12 
percent in 1939. This augmented labor force helped to man $16 
billion in new facilities built by the Government. Marked changes 
had occurred in the character of productive activities. Industries 
which had been insignificant parts of the economy in the days of 
peace became giant employers. The aircraft, shipbuilding, and 
ammunition industries occupied 5.6 million workers at their peak; 
only 0.7 million in 1939. 

The Nation’s production record was not accomplished without 
sweeping changes in its economic structure. Over the war period, 
governmental regulations and restrictions invaded one area of eco- 
nomic life after another and with constantly increasing stringency. 
Freedom to operate manufacturing facilities and to use raw mate- 
rials and fabricated items was severely restricted under the orders 
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of the War Production Board; freedom to buy was sharply curtailed 
under the priority regulations of the War Production Board, the 
ration restrictions of the Office of Price Administration, and the set- 
aside orders of the War Food Administration. Much of the seller’s 
freedom to ask and the buyer’s freedom to offer a price vanished 


under the sweeping price ceilings and regulations issued by OPA. 
_ The freedom to trade with foreign countries was hemmed in by regula- 
tions on all sides. Civilian use of the transportation system was 
_ subject to the priority of military travel and transport needs. Choice 
of occupation and the right to change jobs suffered curtailment by 
action of the Selective Service System and the War Manpower Com- 
mission. The National War Labor Board intervened in the free 


bargaining between employers and employees whenever disputes 


arose or wage increases were a part of the bargain. 


) 


With the coming of peace, the Nation turned to the task of dis- 


‘mantling the war-born governmental and economic structure. 


Members of the armed forces were to be discharged and absorbed 
into the civilian labor force, employment for all in peacetime pursuits 
must be provided, the distorted industrial structure had to be con- 
verted to producing the needs of a peacetime population, and many 
other problems raised by the transition to peace had to be solved. 
The nature of the problems involved and the means of their solution 
had long been the subject of study both within and outside the Gov- 
ernment. The success of the reconversion period in attaining a 
healthy economy lay in large part in the nature of the preparations 
that had been made. 


Early Planning 


Concern over the effects of the war upon the United States began 
with the outbreak of hostilities on the European continent. Even 
before Pearl Harbor, Federal agencies were studying the effects upon 
the Nation of its defense activities and endeavoring to determine its 
probable role in international affairs once peace had been regained. 
After Pearl Harbor, it was clear that the character and the magnitude 
of mobilization would determine the nature of postwar problems and 
planning necessarily waited upon the full development of governmental 
policy, the attainment of its objectives, and the course of the war. 
Moreover, there were those who feared that attention to postwar 
problems was interfering with the complete devotion of the Nation’s 
energies to the prosecution of the war. Among such opponents of 
planning were high Government officials, particularly in the military 
Services. 

Despite such difficulties and opposition, analysis of the impact of 
war began early and was carried on without interruption by a number 
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of agencies. Among the most aggressive of Federal agencies in this 
field was the National Resources Planning Board. The work of this 
organization came to an end when the agency was terminated by 
Congress in August 1943. Nevertheless, postwar problems received 
much attention from the Nation’s legislators. Before the end of 1942, 
the Congress on the President’s recommendation had taken action to 
ease the adjustments of agriculture in the postwar period by authoriz- 
- ing the Commodity Credit Corporation to make loans at 90 percent of 
| parity on basic crops for two full years after the formal termination 
| of hostilities... While the measure was designed to induce maximum 
agricultural production for war needs, it was also the earliest significant 
action dealing with reconversion taken by the Government. Congress 
continued in the months that followed to give attention to the prob- 
lems of peace. Indeed, there were few organizations, Government or 
private, which did not find it possible and desirable to assign small 
staffs to work unobtrusively on such problems.” 

The invasion of Italy in the fall of 1943, the satisfactory progress 
of the war in Russia, and indications of the mounting volume of the 
preparations for invasion of Northwestern Europe aroused increasing 
expression of the public interest in the problems of reconyersion. 
Official governmental recognition was also forthcoming. The Presi- 
dent had already in July requested of Congress demobilization 
legislation which would define the Federal Government’s responsibili- 
ties in the task of readjustment to civil life of the members of the 
armed forces. In November, the Senate established a Special Com- 
mittee on Post-War Economic Policy and Planning, under the chair- 
manship of Senator Walter F. George,’ which began hearings on war 
contract cancellations, disposition of surplus property, and industrial 
demobilization and reconversion. The Chairman of the War Produc- 
tion Board, Mr. Nelson, testified before one of these hearings that 
WPB had begun planning for reconversion.!. The Truman Committee 
likewise undertook investigations in these fields.» With the announce= 
ment by Justice Byrnes of the appointment of Bernard Baruch to 
study the problems of reconversion as head of a unit in his Office of 
War Mobilization, that office assumed leadership among Government 
agencies in planning for the transition period. All of these actions 


156 Stat. 765. 

? Galloway, George B., Post-War Planning in the United States. New York: Twentieth Century Fund 
1942; also Senate Document No. 106, 78th Cong., Ist sess., Post-War Economic Policy and Planning; and 
Lorwin, L. L., Post-War Plans ofthe United Nations. New York: Twentieth Century Fund, 1943, pp. 42-72. 

3 The House established a similar committee in the spri irms cart ‘ 

spring of 1944 under the chairm 
William F. Colmer. ye pea a 


4U.8. Congress. Senate. Committee on Post-War Economi i i i 
; s e Policy and Planning. : 
Cong., Ist sess., p. 410. : Me Eee 


5 U.S. Congress. Senate. Special Committee Investicati i i 
8 i gating the National Defense Program. H ; 
78th Cong., pursuant to 8. Res. 6, D. 8613 et seq , pe 
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reflected a feeling of a need for haste in preparing a reconversion 
program. ‘The announcement in December 1943, of the first cut-back 
of materials in the war program—the closing down of four aluminum 
pot lines—suggested that these moves were not premature. 

By this time also, public thinking had reached one firm determination 
on postwar reconstruction. Reconversion of the Nation to a peace- 
time basis could not mean a return to the economic conditions of 
1935-39. Rather, the postwar economy, toward which reconversion 
policy would be guided, would be one which would reflect as closely as 
possible the wartime intensity of resource utilization. How this was 
to be accomplished and what it meant were matters not easily definable 
in generally accepted terms. High level production, full employment, 
gross national product of 160 to 180 billion dollars, “‘close to 60 
million jobs,’’ were some of the forms in which these desires were 
given expression. 

The President, in his annual budget message in January 1944, 
approached the problems of reconversion in some detail, indicating 
that the period of offensive war—the fourth and final stage of the 
war—was beginning. Pointing out that ‘demobilization begins long 
before hostilities end,” the President outlined the objective to be 
reached in the postwar period as a “‘permanently high level of income 
and a correspondingly high standard of living.”” To achieve this end, 
the President said that ‘‘there must be concerted efforts by industry, 
labor, and Government and a well-planned demobilization program. 
As more and more materials are released from war service and pro- 
duction, such resources must be channeled to civilian production, 
_ consumption, and employment. The soldier, the worker, the business- 
man, and the farmer, must have assurance against economic chaos.” ® 
He proposed as a major aim of reconversion policy the stimulation of 
private investment and employment. In this message the President 
discussed ‘certain aspects” of the reconversion program under four 
principal headings: 

1. Contract termination, disposal of surplus property, and indus- 
trial reconversion.—The President suggested that the policies followed 
would be of major significance in determining the speed and effective- 
ness of reconversion and, that a unified program was needed. He 
further stated that recommendations were in preparation by Mr. 
Baruch and the Joint Contract Termination Board in the Office of 
War Mobilization. 

2. Manpower demobilization and reemployment.—The President 
urged that care be taken to prevent the weakening of existing job 


6 The Budget of the U. S. Government for the fiscal year ending June 30, 1946, Presidential Message Transe 
mitting the Budget, p. x. 
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placement machinery and that a unified national employment and 
counselling organization supplemented by adequate job retraining, 
education, and rehabilitation services was essential. 

3. Public works planning—The President gave as his opinion that 
public works might be needed but that planning for such works 
should be closely coordinated and adapted to the broad economic 
situation. The Bureau of the Budget was assigned the task of coordi- 
nating various phases of a shelf of emergency public works and 
improvement programs. (The President, a few days later sent to 
the Congress a recommendation for a Federal highway program in- 
volving the postwar reconstruction, in cooperation with the States, 
of some 35,000 miles of needed highways.) 

4. Veterans legislation and social security—The President called 
attention to his recommendations of the preceding July for a military 
personnel demobilization program including mustering-out pay and 
educational benefits. He also recommended extension of social 
security coverage and an expansion and liberalization of unemploy- 
ment compensation. 

The President’s statement was followed within a few weeks by a 
report of Messrs. Baruch and Hancock on reconversion.? Reconver- 
sion had now become a problem of official concern. The fact that 
the Baruch report was quickly followed by three Executive orders 
providing for the execution of many of its recommendations gave it 
the weight of official policy. The report was frequently used in the 
months ahead as justification for taking action on postwar problems. 
Although concerned largely with the financial aspects of industrial 
reconversion, with only relatively brief references to the human side 
of demobilization and the relaxation of Government controls, the 
report formed the core about which detailed policy development and 
administrative planning were to develop. 

In establishing the Baruch unit to study reconversion, the Office 
of War Mobilization had taken leadership in the Government’s plan- 
ning and preparation for reconversion. This function, it and its 
successor agency continued throughout the war and in the recon- 
version period. The President, acting on the Baruch recommenda- 
tions, assigned to OWM the policy-making responsibilities in the 
fields of surplus property disposal, contract termination, and re- 
employment. The administrative structure, including the con- 
stituent agencies which thus developed, were transferred by Executive 
order into the legislative organization established by Congress with 
the passage of the War Mobilization Act of 1944 in October of that 
year.* The Office of War Mobilization and Reconversion therein 


7 Senate Document No. 154, 78th Con 
War and Post-War Adjustment Policy. 
'68 Stat. 785. 
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provided for was given specific responsibilities for most phases of 
reconversion. Its jurisdiction was much broader than that of the 
Office of War Mobilization set up by the President’s Executive 
order. Among other functions with which it was charged by Con- 
gress was “‘to promote and assist in the development of demobilization 
and reconversion plans by Executive agencies . . . and settling 
controversies between Executive agencies in the development and 
administration of such.” 

From this point on, preparation for peace was largely initiated 
and guided by the new agency. Its requests to the interested Govern- 
ment organizations involved for statements of their plans for recon- 
version stimulated such preparations; its actions in resolving stale- 
mates between agencies were important steps in furthering action 
on matters relating to the coming era of peace. Inits formal quarterly 
reports to Congress and in the frequent statements by its Director 
before congressional committees, are described the preparations made 
for the period of transition between victory over Germany and final 
victory over Japan as well as for the larger task of postwar recon- 
struction. These things the Office accomplished in a variety of ways. 
It established a Reconversion Planning Committee representing 28 
agencies for the purposes of interchange and coordination of plans. A 
Deputy Director for Production was appointed to expedite plant re- 
conversion and to review cutbacks to assure termination of unneces- 
sary work. OWMR also established a Construction Coordinator 
who, working with WPB, OPA, and the National Housing Agency, 
sought to facilitate postwar construction programs. In addition, the 


~, OWMR developed staff which worked closely with the War Proa- 


duction Board, the Office of Price Administration, and other agencies 
in the development of reconversion planning within the sphere of 
responsibility of those agencies. 


Planning World Peace 


While this volume is largely concerned with the impact of the war 
upon the Nation’s domestic organization and activities, the extremely 
important developments during the war period looking towards the 
Nation’s participation in world affairs when peace came demand 
brief attention. 

The effect upon public opinion of the international events of the 
war period is graphically shown in chart 56. Indications of the direc- 
tion in which public leadership was moving came in September 1943 
when the Mackinac conference of Republican Governors and Con- 
_ gressmen adopted a declaration favoring United States participation 
in international efforts to preserve the peace. Within a month both 
the House of Representatives and the Senate had endorsed American 


? 
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participation in international cooperation and organization to main- 
tain the peace.® 

Meanwhile the Executive branch of the Government was taking 
action expressive of the public’s attitude. Progress on the crucial 
task of assuring peace in the postwar era began when the four major 
powers at the Moscow Conference of Foreign Ministers in 1943 
pledged themselves to unity and cooperation in keeping the peace and 
in seeking peaceful means for settlement of international problems. 


Cuart 56. Public Opinion on Membership in World Peace Organization. 


The question asked was: ‘Do you think the U. S. should join a world organiza- 
tion with police power to maintain world peace?” 
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These four powers met again at Dumbarton Oaks in Washington, 
and in October 1944, announced proposals for a United Nations 
Security Organization. At the Yalta Conference between Britain, 
Russia, and the United States, agreement was reached for a confer- 
ence to draft a charter for a world security organization. Fifty 
nations participated at the San Francisco Conference in the early 
summer of 1945 and formulated the United Nations Charter. The 
charter was ratified by the United States Senate in July 1945, and 
the United Nations Organization began functioning late that year. 
Among other international problems those relating to food and to 


9 Fulbright Resolution (H. Con. Res. 25, 78th Cong., Ist sess., agreed to Sept. 21, 1943) ; and Connally 
Resolution (8. Res. 192, 78th Congress, 1st Sess., agreed to Nov. 6, 1943.) 
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international financial matters were of particular importance. The 
United Nations Relief and Rehabilitation Conference met in 1943 to 
lay plans for the relief of war devastated countries. UNRRA was 
established as a result and participation by the United States was 


_ approved by Congress in November 1948. Some 7 months later a 


United Nations Conference on Food and Agriculture was held which 
resulted in recommendations that a permanent international commis- 
sion on basic food supplies be established to assure more reasonable 
and adequaie controls. Congress accepted the recommendations in 


_the summer of 1945. 


The need for developing adequate machinery to provide financial 
credits for postwar reconstruction and resource development led to 
discussions between Great Britain and the United States on the prob- 
lem of exchange stabilization and international investment. These 
problems were the subject of the Monetary and Financial Conference 
at Bretton Woods in the summer of 1944. Agreement was there 
reached upon plans for the establishment of an International Bank 
for reconstruction and also upon an International Monetary Fund. 
Both received the approval of Congress in 1945, which also extended 
for 3 years the Reciprocal Trade Agreements Act. 

In these actions and others the Nation had by VJ-day laid the 
ground-work toward American participation in world affairs and the 
maintenance of world peace. 


Demobilization—the Human Side 


At the peak of our war effort, some 45 percent of the Nation’s labor 
force was enrolled in the military services or engaged in war produc- 
tion.” Mobilization had vastly disrupted the peacetime distribution 
of occupations and greatly expanded the number of individuals gain- 
fully employed. The coming of peace would mean for many millions 
of people the cessation of their wartime employment ard the need to 
find new sources of livelihood. The speed of industrial reconversion 
would determine in large part the degree to which war mobilization 
would result in unemployment but even with high levels of economic 
activity the readjustment of these millions of persons to peacetime 
pursuits was a task of great magnitude. 

The Federal government already possessed the basic administrative 
machinery to carry out its responsibilities in facilitating demobiliza- 
tion. Demobilized soldiers and sailors would turn to the Veterans’ 
Administration; unemployed civilians would seek help from the Un- 
employment Compensation System of the Social Security Board; both 
would expect guidance from the Employment Service in securing new 


10 Survey of Current Business, August 1944, p. 6. 
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employment. In addition, the veteran could turn to his local Selective 


Service Board for assistance in securing reemployment in his old job, — 


a task with which Congress had charged it." 

“To handle the task of planning human demobilization and reem- 
ployment and to coordinate the various agencies involved in such a 
program the President adopted the suggestion of Baruch and Han- 
cock and established an Administrator of Reemployment and Re- 
training in the Office of War Mobilization. The Director of this 
organization was charged with the responsibility of developing pro- 
grams for the absorption into the peacetime economy of persons dis- 
charged or released from the armed forces and from war work, and 
for the adequate care of disabled members of the armed forces. 

The first action of General Hines, the Director, was to establish 
in each State a Veterans’ Service Committee, composed of repre- 
sentatives of the Selective Service System, War Manpower Com- 
mission, and the Veterans’ Administration to secure the establish- 
ment of veterans’ information service centers.!2. The State and local 
communities were eager to cooperate in the establishment of coordinated 
and integrated activities in behalf of veterans. Ultimately more 
than 2,700 veterans’ information service centers were established. 

Aside from this activity, the Office accomplished little. The 
planning function delegated to the Administration was of such far- 
reaching character, as General Hines recognized, * as to be carried 
on largely elsewhere within OWM and other agencies better equipped 
for the task. 

Meanwhile, the Administration had moved to strengthen both of 
the agencies which would play key roles in demobilization—the 
Veterans’ Administration and the United States Employment Service. 
General Omar Bradley was named Veterans’ Administrator on August 
15, 1945, and inaugurated both a Sweeping reorganization as well as 
an expansion of the agency’s program and staff. 

The USES was well equipped as a result of its wartime experience 
to handle the share of the task of peacetime adjustments which would 
fall to it. The chief danger to its effective operations was seen in 
the probable disappearance of its integrated and coordinated activities 
with the return of the services to State control. While the Congress 
refused to acquiesce in the President’s request for the retention of the 
employment offices under Federal control during the reconversion 
period, his pocket veto of the First Supplemental Surplus Appropria- 
tion Recision Act 1946, continued Federal direction for an indefinite 


11 §4 Stat. 890. The responsibilities of Selective Service System under the act are int i 
§ 6 Sys } erpret 
Service, vol. 4, No. 4, Apr. 1945. SS aes 
189 Federal Register 5391. 
13U. 8. Congress. House. Special Commiticos on Post-War Economie Poli 
st-W. olicy and Planning. Hearin 
on H. Res. 408, 78th Cong., 2d sess. Exhibit No. 9, General, Hines’ Testimony, pp. 467-473, ? “i 
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time. In addition to such actions by the Executive branch, it was 
necessary that Congress determine the policies to be followed. In 
particular, it was essential that Congress determine the provisions 
it wished to make in assistance of the veterans of World War II, and 

_ that it review the adequacy of the unemployment compensation pro- 
grams established in peacetime for the far heavier, war-created 
burdens that might be thrown upon it. 

The President in October 1948, had urged upon Congress the need 
for legislation to facilitate the return of veterans to civilian life and 

_ the Congress responded to the suggestion with alacrity. In Novem- 
ber, it passed legislation providing mustering-out pay for the Armed 
Services, and the following June it provided in the G.I. Bill of Rights™ 
support for veterans in every phase of readjustment to civilian life. 

The President also urged upon the Congress on a number of oc- 
casions the necessity for reviewing the adequacy of the existing unem- 
ployment compensation system to meet the problems of reconversion 
unemployment. A number of large groups who might be expected 
to suffer from reconversion unemployment, particularly maritime 
workers and Government employees, were not covered by existing 
legislation. Moreover, although the State unemployment compensa- 
tion reserves had accumulated large resources during the war, there 
was grave danger that a substantial portion of these funds would be 
unavailable to meet reconversion needs because of limitations in 
State laws. Such laws restricted both maximum weekly unemploy- 
ment compensation payments as well as the maximum number of 
weeks for which such payments could be made. These provisions 
had been subject to much criticism as inadequate to the needs of the 
unemployed and well below the capacity of the State funds to pay. 

The battle in Congress on the reconversion bills in which these 
recommendations were incorporated was fought out in terms of the 
ability of the States to measure the needs of their unemployed and 
to administer their own programs. In the end all legislative proposals 
were defeated and no changes designed to broaden aid to the unem- 
ployed were made. 

With the approach of victory in Europe, the armed forces announced 
their plans for demobilization on the basis of individual point scores 
computed on service experience.” After VJ-day, demobilization 
proceeded with phenomenal speed (chart 57), although never fast 
enough to satisfy the public. With the war over, the essentially 
nonprofessional character of the nation’s armed forces once again 


44 58 Stat. 284. This was followed within a few days by the Veterans Preference Act of 1944 (58 Stat. 387) 
giving veterans preferred status in employment in the Federal Civil Service. Liberalization of some of the 
provisions of the Servicemen’s Readjustment Act were provided for by Congress in December 1945. 

18 Statement by Maj. Gen. Walter F. Tompkins, May 10, 1945. The Army had announced an earlier 
discharge plan on Sept. 6, 1944, The Navy announced its plan July 20, 1945. 
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Cuart 57. Mobilization and Demobilization of the Armed Forces. 
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became apparent. The men in the services wanted discharge without 
regard to the possible continuing needs of the Nation for military 
strength. Such wishes found strong support from their families at 
home. As a consequence of these demands, expressed in the press 
and through the Congress, demobilization proceeded at a pace far above 
that anticipated by military leaders and, in fact, limited only by the 
capacity of available transportation. Although the method remained 
that of the point system, with critical scores progressively liberalized,® 
the plans of the military to maintain a substantial prepared military 
force with newly trained draftees available in adequate numbers 
proved in fact unfeasible. 

The demobilization of the war industries was likewise rapid. Over 
2.5 million workers were released from war jobs in the month following 
the Japanese surrender. Employment in the aircraft, ammunition, 
and shipbuilding industries in August 1945, had fallen almost 50 
percent below the May level, 1.2 million individuals losing their jobs 


16 By the Army Sept. 3 and 20, 1944, and Nov. 16, 1945; by the Navy Sept. 10, 1945, Oct. 24, Nov. 21, and 
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in these industries. Employment in industries which could quickly 


reconvert to civilian production declined little, on the other hand. 


Demobilization—the Financial Responsibility of Government 


In the process of harnessing the nation’s productive capacity to the 
requirements of war, the Government had become the purchaser of 
almost half of the products of industry; the owner of an unparalleled 
quantity of fabricated goods and raw materials, and an important 


group of manufacturing facilities. The attainment of victory would 


wipe out all but a minute fraction of the demands of government for 
industry’s products and would make much of the Government’s 
accumulated inventories unnecessary for war purposes. The policies 
which the Government might follow in settling its terminated contracts 
with industry would go far in determining industry’s ability to turn 
speedily to producing for the civilain market. There was no more 
certain way of assuring abundant employment opportunities than to 
make possible a prompt conversion of industry to the production of 
the goods so much in demand on the civilian markets. On the other 
hand, the character of that market in many areas would be strongly 
influenced by the Government’s policy in disposing of its surpluses. 

In carrying out the war program, the Government’s procurement 
agencies dealt with the Nation’s business firms on a contractual basis. 
Over the war period more than 350,000 contracts were made between 
the Government and some 40,000 prime contractors. In addition, 
many times that number of contracts were made between these prime 
contractors and their suppliers or subcontractors. 

A substantial part of the liquid capital as well as of the credit of the 
Nation’s industrial firms was tied up by war contracts in purchases of 
raw materials and components and in fabricated parts.” Payments 
for delivered goods were made expeditiously but when contracts were 
canceled, payments waited upon the determination of the exact 
amount of the Government’s obligations. Moreover, even if a firm 
possessed adequate liquid assets, it would in many cases find its plants 
clogged with Government-owned machinery, semifabricated equip- 
ment, and material. Until these were either purchased by the operator 
of the plant, or removed by the Government, resumption of the 
plant’s normal production would be difficult and in many cases impos- 


1” Assistant Secretary of the Navy James V. Forrestal pointed out in 1943 that “‘American industry cannot 
stand a prolonged delay in settling its war contracts. Five automobile companies, which in 1939 had $3.30 
of current assets for every dollar of current liabilities, had by the end of 1942 only $1.96 of current assets for 
every dollar of current liabilities. The manufacturing companies in the electrical, steel, rubber, and other 
industries, with $4.26 of current assets for every dollar of current liabilities in 1939, now have only PLN 
Industry has insufficient fat on which to live during a prolonged thawing out of frozen war contracts. 
Navy Department Press Release, Nov. 23, 1943, of Mr. Forrestal’s address at the Wharton School of Finance 
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sible. Machinery was therefore necessary which would expeditiously — 
and with uniform fairness settle terminated contracts so that funds 
would be quickly available for normal operations. 

The experience in the International Harvester cut-back made in 
April 1943 greatly stimulated public interest in the problem.* Con- 
gress conducted several investigations and numerous bills were pro- 
posed.” The War Department had already developed detailed 
regulations which covered the subject which were used by all its 
various branches.” The Navy was similarly developing its own 
policies as were the other agencies. 

Business interests, however, had in numerous ways expressed con- 
cern over the diversity of practices and policies that existed or were 
coming into being. The War Production Board’s Procurement 
Policy Board had for some time been attempting to develop coordi- 
nated policies acceptable to all the procurement agencies. In spite 
of this effort, the War Department proposed in October 1943, the 
establishment of a contract termination board composed of represent- 
atives from the principal procurement agencies which had the fune- 
tion of determining policies of general applicablity. Such a board, 
with broad representation of Government agencies, was established 
in November 1943, by the Director of War Mobilization under the 
title of the Joint Contract Termination Board. 

The preliminary conclusions of this Board’s deliberations were 
largely incorporated in specific and detailed fashion in the Baruch- 
Hancock report. Among its recommendations was the settlement of 
terminated contracts by the contracting agencies through direct 
negotiations by trained termination settlement teams. These should 
operate on the principles of speed, finality, and protection of the 
Government. Policies should be developed by the Joint Contract 
Termination Board so that auditing would not “cripple the Nation 
into a panic.” The Comptroller General’s function should be limited 
to a simple mathematical check with the right to reopen settlement 
for fraud reserved, 

These recommendations gave assurance to industry that much of 
its working capital would be quickly freed for reconversion. Work- 
ing capital supplies were supplemented by interim financing arrange- 
ments provided for by private banks and the Reconstruction Finance 
Corporation. The report further recommended that the Government 


18 This cancellation of a $217 million contract involving 11 plants of the company, 438 principal subcon- 
tractors, and perhaps a thousand other subcontractors and suppliers required 16 months to settle. 

10 Senate Report No. 537, pt. 1, 78th Cong., 1st sess. House Report No. 809, 78th Cong., Ist sess. House 
Report No. 1268, 78th Cong., Ist sess. U. 8. Congress. Senate. Committee on Military Affairs. Prelim- 
inary Report on Contract Termination (of the War Contract Subcommittee), 78th Cong., Ist sess., Sub- 
committee Print No. 1, Dec. 23, 1943. 
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remove its property from private plants within 60 days after the 

receipt of the contractor’s inventory. 
A number of the Baruch-Hancock recommendations had been 

placed into effect some days before the appearance of the report when 


- OWM approved a uniform termination article for fixed supply con- 


tracts.7 Legislative action was needed to meet other important 
problems encountered by the Joint Contract Termination Board. 
This was supplied by the passage in July of the Contract Settlement 
Act of 1944, which established an Office of Contract Settlement as a 


part of OWMR. Broad principles were laid down in the statute 


under which its director and his advisory board were to operate. 
These were by and large similar to the policies which had already been 
developed by the Joint Contract Termination Board. The act, how- 
ever, settled the controversy over the functions of the Comptroller 
General by limiting his function to a post audit review for fraud. 
The act also authorized provision of interim financing by the procure- 
ment agencies, either by advance payments on the claim filed by the 
contractor, or through direct or guaranteed loans. Also of signifi- 
cance were the provisions for permissive company-wide settlement and 
for settlements with subcontractors. The act established an appeal 
board to which a contractor might take complaints after having 
exhausted the appeals machinery provided by the procurement 
agencies. To meet the impact of an increasing volume of contract 
cancellations, the Office of Contract Settlement undertook extensive 
training programs both of governmental as well as industrial per- 
sonnel. 

The test of these preparations came with VJ-day. The flow of 
contract cancelations began some days before the Japanese surrender. 
During August the War Department canceled 70,848 contracts. By 
the end of 1945, of the wartime total of 303,000 canceled contracts, all 
but 52,000 had been settled although the number remaining included 
a large proportion of the more difficult cases (chart 58). ‘These con- 
tracts represented claims of $64 billion. Almost half of that sum had 
been settled. While the face value of the claims remaining to be 
settled was very large, available evidence suggests that the machin- 
ery to finance a contractor in the period between the filing of his claim 
and its final settlement operated smoothly in reconversion. Partial 
payments on filed claims and guaranteed termination loans (T-loans) 
proved more than adequate to meet business needs. ‘The advances 
made, including partial payments, termination loans, Government 
guaranteed production loans, and others, at the end of 1945 totaled 
$2.5 billion. In view of the magnitude of the Government’s contrac- 
tual obligations, this was a small sum. 


219 Federal Register 478-80. 
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Cuart 58. War Contract Terminations and Settlements. 
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Also of great importance to business was the work of the Office 
of Contract Settlement in supervising plant clearance of Government 
equipment. Congress had concurred with Messrs. Baruch and Han- 
cock in recognizing the need to clear plants quickly of Government- 
owned equipment and material by requiring the removal of such 
property within 60 days after the operator filed an inventory. Ad- 
ministration of this policy required cooperation with RFC for storage 
space with the Surplus Property Board in acceptance of surplus 
property, as well as with the procurement agencies who were owners 
of the property. This coordination was accomplished by an inter- 
agency committee. Although the volume of plant clearance rose 
very sharply after VJ-day, the work was, in fact, expedited and less 
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than 6 percent of industry requests required more than 60 days to 
complete. The difficulties which had been anticipated in securing 
adequate storage space did not materialize. 

The success achieved in the handling of terminated contracts was 
not duplicated, up to the end of 1945, in the handling of surplus goods. 
The problems faced were, of course, far more difficult; there was not ~ 
the same clear-cut objective which commanded universal agreement; 
conflicting interests were more numerous and powerful. Moreover, 
the problem of the proper organization and administrative machinery 
for surplus disposal was not fully solved but continually plagued the 
Government. 

The task of disposing of surplus property was extraordinarily 
difficult. Ascertainment of what there was to be sold, involving 
detailed inventories by the owning agencies, was in itself a gigantic 
task with hundreds of thousands of different types of goods scattered 
virtually all over the globe to be located and described, their condi- 
tion determined, and their marketability decided. The establish- 
ment of sale policies in the face of the pressures and conflicting inter- 
ests was also a task of great difficulty. Prices to be asked for the 
property and the timing of the sales were particularly vexatious 
problems. 

As in the case of the administration of contract termination prob- 
lems, the initial Government action was based on the recommenda- 
tions of the Baruch-Hancock report. In accordance with that report, 
the President established by Executive order ” a Surplus War Prop- 
erty Administration within the OWM which vested in an Administra- 
tor, assisted by a Policy Board, the general supervision and direction 
of the disposal of surplus property. The order further followed the 
Baruch-Hancock recommendation closely by assigning the disposal 
of surplus goods among four agencies according to the type of com- 
modity involved. Mr. Will Clayton was appointed Administrator. 

The President acted in the face of the fact that Congress had had 
surplus property legislation under consideration for more than a year. 
Surplus property disposal was becoming an acute problem and per- 
formance of the duties delegated to the SWPA was urgently needed. 
Moreover, it was indicated in the Executive order that no substitute 
for legislation was intended, but that congressional action was essential. 
Such legislation was not forthcoming for another 7 months. 

The first problem demanding action by SWPA was that of expediting 
sales of contract termination inventories delayed largely because of 
the absence of authority or policy on which to aci. A policy state- 
ment by SWPA served to clear the road. Thereafter SWPA 


2 Executive Order No. 9425, Feb. 19, 1944, 9 Federal Register 2071. 
3 Surplus War Property Administration Statement of Policies to be Followed by Government Agencies 


in the Sale of Contract Termination Inventories, Apr. 21, 1944, 9 Federal Register 4559, 
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proceeded to establish its basic surplus disposal system, reviewing 
with the affected agencies the method of reporting surpluses and 
disposals, the control of inventories, the selection of trade channels 
and price policies. Consumer goods were sold to the channels of 
trade normal for the item involved “in lot sizes which have been 
established for small business by trade custom.” Prices at which 
goods were actually sold were to be established through sealed bids, 
negotiations, and rarely through auctions. Resale by the private 
purchaser of such goods was under OPA regulation.” 

In May, SWPA had been requested to prepare for the consideration 
of Congress necessary legislation on surplus property. An interagency 
committee was formed which prepared a draft bill, although Mr. 
Clayton took the position that immediate legislative action was not 
necessary and that it was desirable to gather experience before Con- 
gress should act.” 

Acting on the Surplus War Property Administration proposal and 
its own intensive investigation, Congress in November passed the 
Surplus Property Act. The act earmarked the proceeds for the 
retirement of the national debt and while it generally affirmed the 
policies laid down by the SWPA, made significant administrative and 
policy changes. 

A three-man Surplus Property Board was established replacing the 
single Administrator designated in the Executive order, the arrange- 
ment being a compromise between the Senate’s desire for a five- or 
eight-man board and that of the House for a single administrator. 
The Surplus Property Administrator, Mr. Will Clayton, protested 
that the arrangement would be unworkable and announced his 
resignation effective whenever the new Board had been appointed.* 

The act laid down a number of policies different from those devel- 
oped by SWPA. In general, these were designed to recognize the 
claims of various groups to preferential treatment and to assure that 
surpluses be dispersed in accordance with the established antimonopoly 
policy. In establishing these criteria, Congress greatly accentuated 
the difficulties in disposing of surplus property. 

The act established a mandatory system of priority rights to 
purchase of surplus property by (1) Federal agencies, (2) State 
governments and their subdivisions, tax supported and nonprofit 


— 


4 Surplus War Property Administration. Report to the Director of War Mobilization as to Activities wader 
Executive Order No. 9425, Oct. 31, 1944, 

*®SWPA Regulation No. 1, 9 Federal Register 5096, 9182, 12069. 

*©U. S. Office of Price Administration. 11th Quarterly Report, pp. 7-8 

27U,.8. Congress. Senate. Committee on Military Affairs. 
on Surplus Property Legislation, Report . . 
Print No, 5, June 5, 1944, pp. 146-48, 

%U. 8. Congress. House. Committee on Ex 
Property Act of 1944. Hearings, , 
also expressed opposition to a board, 


; 14th Quarterly Report, pp. 46. 
Summary of Recommendations Submitted 
- pursuant to S. Res, 198, 78th Cong., 2d sess., Subcommittee 


penditures in the Executive Departments. Surplus 
- on H. R, 5125, Aug. 8, 1944. The Director of OWMR, Mr. Byrnes, 
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institutions, and (3) veterans, farmers, and small business, in that 
order. In the case of the 5,000,000 acres of surplus lands, it was 
required that priority to purchase be given in order to: (a) Federal 
agencies, (b) State governments and their subdivisions, (c) original 
owner, wife, or heirs, (d) original tenant, and (e) veterans. Congress 
sought to guard against monopolistic practices in the sale of surplus 
war plants by requiring the Attorney General’s approval of the sale 
of plants valued at over $10,000,000. It furthermore required a 
detailed report to Congress on the contemplated sale of plants costing 
_ $5,000,000 or more. Leases of plants costing $5,000,000 or more were 
limited to 5 years, a short time in view of the frequently high recon- 
version costs. 

The Board acted first to reorganize its disposal machinery. The 
Treasury’s function in handling the disposal of consumers’ goods was 
transferred to the Department of Commerce. Disposition of property 
in foreign countries except for ships and aircraft was left to the Army 
and Navy, the owning agencies. The designated disposal agencies 
were then: 


Consumer goods—Department of Commerce. 

Aircraft, plants, capital, and producers’ goods—Reconstruction 
Finance Corporation. 

Ships and maritime property—Maritime Commission. 

Agricultural commodities and goods—War Food Administration. 

Housing—National Housing Agency. 

Real Property—Department of Agriculture, Interior, Recon- 
struction Finance Corporation, Maritime Commission, National 
Housing Agency, and Federal Works Agency. 

Surplus goods in territories and possessions except for aircraft, 
ships, and agricultural commodities—Department of Interior. 

Aircraft in foreign countries—Foreign Economic Administration. 

All other property in foreign countries to the owning agencies. 


Several important changes were made in the organization of surplus 
disposal before the end of the year. The three-man board provided 
by the Surplus Property Act proved administratively unsatisfactory. 
Disagreements obstructed and delayed necessary action on policies to 
guide the disposal agencies, a fact which Mr. Clayton had predicted 
in his testimony protesting such action by Congress. Its chairman, 
Senator Guy M. Gillette, upon his resignation after a 6-month 
period, recommended a single administrator. In July 1945, President 
Truman requested Congress to substitute a single administrator for 
the three-man Board. Congress acquiesced and passed the necessary 
legislation on July 17, 1945. 

A second important change in disposal organization was made when, 
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in November 1945, the disposal of consumer goods was transferred 
from the Department of Commerce to the Reconstruction Finance 
Corporation.” The RFC then consolidated all of its disposal ac- 
tivities into one organization, the War Assets Corporation. Some 
90 percent of all surplus disposal was thus brought within the juris- 
diction of one agency. 

The surplus goods held abroad, a large part of the total, presented 
special problems. Most of these were owned by the Army and N avy, 
a small portion by FEA. The War and Navy Departments under the 
authorization of the Surplus War Property Board early in 1945 set 
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Cuart 59. The Surplus Property 
Problem. 


Source: Surplus Property Administration. 
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up an Army Navy Liquidation Commissioner to which was delegated 
the responsibility of disposal of overseas surpluses. 

There were numerous problems peculiar to overseas sales which 
involved not only the Nation’s interests in securing the highest 
possible net return but also its foreign policy. In meeting these 
problems, it was determined that sales were to be for American dollars 
and that care was to be taken not to sell in quantities beyond re- 
habilitation needs in order to protect future foreign export markets. 
Surplus property was also to be used to settle claims of foreign govern- 


%” Executive Order No. 9643, Oct. 19, 1945, 10 Federal Register 13039. 
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ments and nationals against the United States. To sell at all in a 
foreign country, it was necessary that agreements be reached with the 
foreign government. For these reasons it was necessary for the Army 
Navy Liquidation Commission to work closely with the Treasury and 
State Departments. Because the task was so intricately interwoven 
with the Nation’s relations with foreign countries, this organization 
was abolished in late 1945 and the function transferred to an Office 
of Foreign Liquidation Commissioner, which was made a part of the 
State Department.” 

The task of fitting the purchase priority scale established by the 
act into the sales machinery was a difficult one. To overcome the 
delays that might arise from the requirements of offering goods to a 
number of groups in sequence, the Board established a procedure 
which placed upon the interested Government agencies the necessity 
for taking initiative in expressing interests in merchandise and giving 
them limited periods within which to act. The Board sought to 
expedite sales to private priority groups by setting aside merchandise 
in what is believed to be adequate quantities. 

At the end of 1945, some $12.9 billion of property had been acquired 
as surplus for disposal, of which $2.9 billion had been sold (chart 59). 
It was estimated that an additional quantity of goods valued at $33 
billion would be declared surplus in 1946 with a substantially smaller 
quantity in 1947. Of the $10 billion surplus inventory at the end of 
1945, about a third represented unsalable aircraft whereas only 10 
percent of the surplus expected in 1946 was anticipated to be in that 
category. Quite clearly only a very small part of the surplus dis- ~ 
posal job had been completed. 

The experiences of 1945 brought about marked changes in organiza- 
tion. Responsibility for actual sale in the domestic market was 
highly centralized in the War Assets Corporation. With both food 
and housing in short supply as the year ended, the tasks of the National 
Housing Agency and the Department of Agriculture presented no 
serious difficulties. The disposal of ships by the Maritime Com- 
mission awaited the development of a national maritime policy. The 
disposal of property located on foreign soil was guided very largely 
by the political considerations which were the province of the State 
Department. Except for the latter, the problems associated with 
surplus property disposal were almost entirely in the hands of the 
War Assets Corporation. Now that there was no longer a reason 
for the separation of the policy-making function in the hands of the 
Surplus Property Administration from the selling function of the 
War Assets Corporation, further consolidation was in prospect. 


30 Executive Order No. 9689, Jan. 31, 1946, 11 Federal Register 1265-7. 
700846—46——32 
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As has been described in chapter 10, the War Production Board 
had developed over the war period an interlocking system of controls 
over the use of materials and the disposition of finished products 
which effectively channeled manufacturing activity into those uses 
which were determined as most necessary to victory. At the same 
time, these regulations operated to prevent manufacturers from pro- 
ducing for the civilian market. Wholesale removal or amendment of 
controls was necessary whenever any significant expansion in the 
supply of civilian products was to be permitted. 

The Chairman of the War Production Board, Donald M. N elson, 
early in 1943 had expressed his concern over the solution to these 
problems and the need for preparing to meet them.*! In April of 
that year, Ernest Kanzler prepared for the WPB an intensive study 
of the reconversion problem. From that time on, the problem was 
under almost constant discussion and analysis within the agency and 
policies slowly came to be formulated. Originally the WPB’s interest 
covered all matters relating to the termination of the wartime organi- 
zation of industry, including contract termination and surplus prop- 
erty. As these and similar problems were assigned elsewhere, the 
WPB interest became increasingly focused on the utilization for the 


As with other aspects of reconversion, the Baruch-Hancock report 
called the problems to the public’s attention, formed a foundation 


nation’s resources. In the performance of this task, the report sug- 
gested that the War Production Board, as well as the armed services, 
prepare “X-day” plans which would show what production would be 
canceled and what plants released at the end of the European war, 


1 U. 8. Congress. House. Committee on Appropriations, N ational W 
Bill for 1944, Hearings. . . 78th Cong., 1st Sess., May 27, 1943, p. 1083, 

51 Tt should be noted that Messrs. Baruch and Hancock drew heavily upon WPB thought in the prepara- 
tion of their report. Mr, N elson in response to a request from Mr. Baruch submitted to him some 47 WPB 
studies within the field, including a study of basic importance by its Planning Division. U,§ War Pro- 
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They further recommended that retooling of plants for civilian pro- 
duction be permitted before war production was terminated. 

The Baruch-Hancock recommendations reflected the view of most 
qualified civilian observers. There was at no time any significant 
controversy over the degree of decontrol of production once both 
Japan and Germany had been defeated. It would be sweeping in 
character. The problems in decontrol lay in the degree and character 
of the resumption of civilian production while the war still continued. 
It was argued that a decline in industrial activity would probably 
appear even before the victory had been achieved on either front. 
The pipe lines would be filled, inventories built up, facilities completed, 
and production of certain matériel reduced. Such slack presented 
both opportunity and need for resuming civilian production. An 
even greater opportunity for an orderly, partial transition of industrial 
activity from war to peace would arise with victory on one of the 
fronts. If this first victory should come in Europe, as was generally 
assumed, military requirements for continuance of the war in Asia 
could be met with a substantially reduced volume of war production, 
a reduction variously estimated at the time at from 10 to 40 or 50 
percent with 35 percent the most generally used figure. This period 
between victories was viewed in many quarters as a challenge to the 
Government so to plan its controls as to assure a shift from the high 
levels of war production to comparably high levels of peacetime 
economic activity as quickly as possible and with a minimum of un- 
employment and lost production. The decline in economic activity 
which would follow from military cut-backs would be cushioned for 
a time by the continuance of large Federal expenditures. If civilian 
goods began to flow in volume from released industrial facilities with 
sufficient speed, it was believed possible to avoid the first serious threat 
to postwar economic prosperity—a sharp decline in economic activity 
during the prolonged reconversion period. Such action was deemed 
essential if there was to be reasonable assurance that the goal of high 
level production which the Nation had set itself was to be attained. 
Without challenging the merits of these arguments, there was never- 
theless strong opposition, particularly from the military procurement 
agencies, to any action on them. In fact, the military services con- 
sistently expressed disapproval of public discussion of reconversion 
planning * and while not objecting to reconversion preparations by 


33 For example, in a public address in April 1944, Under Secretary of War Robert H. Patterson stated that 
‘*there has been far too large a crop of postwar planning; far too much thought given to proposals for making 
money after the war...” In October, the War and Navy Departments sent a telegram to the General 
Electric Co., protesting its plan to hold a meeting with business executives to discuss postwar planning. 
The telegram stated: 

“The General Electric Co. has a splendid record for war production on an all-out basis. We know that 
you intend to keep the needs of the armed forces first and foremost as long as those needs continue. We are 
receiving urgent appeals for war supplies on an increased scale from the commanders of the fighting forces 
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Government agencies, vigorously opposed until after VE-Day all 
plans to take action on such programs. 

Such opposition was founded on the ground that until victory was 
certain, no use of industrial facilities should be permitted which would 
interfere with their quick return to war production or which would 
in any way interfere with the attainment of scheduled war produc- 
tion. The fact that monthly munitions production until March 
1945, never met scheduled production, provided the military with a 
very strong argument against reconversion. When driven from that 
position by the evidence that supplies were never inadequate,** they 
could argue that the existence of critical programs which lagged 
behind schedules were evidence enough against any action on recon- 
version and that attainment of such scheduled production would be 
even more difficult if manpower should be attracted to reconverting 
plants. 

There was also the question of the administrative feasibility of 
attaining a degree of industrial reconversion before final victory had 
been secured. The task of translating the recommendations of the 
Baruch-Hancock Report and the views of the staff of WPB, the Mili- 
tary Services, industry, and the Congress into administratively 
feasible plans for reconversion was one of great difficulty. Essential 
to the problem was precise information on the magnitude of the con- 
tinuing needs for military supplies. To control and guide cutbacks, 
the chief procurement agencies, at the request of OWM, had ap- 
pointed in 1943 committees to review the procurement programs. A 
short time later, the Joint Chiefs of Staff established a Joint Produc- 
tion Survey Committee to review the actions of the procurement 
agencies in the curtailment of the procurement program. From this 
committee estimates were available as to the volume of military 
procurement. The availability of such data was, however, merely 
the first step in the process. 

The key to the resumption of civilian production simultaneously 
with a continued program of war production lay in the specific inci- 
dence of the cutbacks to be made. Thus, even large cutbacks might 
have no effect on the opportunity to produce civilian goods if they 
were concentrated in Government owned and operated plants. On 
the other hand, in the spring of 1944 relatively small cutbacks in the 


overseas. These demands make it plain that production of war materials must be increased rather than 
reduced, In view of these facts, it seems to us that any meeting of your executives at this time to consider 
postwar planning might be misunderstood and taken to mean that the needs of production are declining.” 
See also U. S. War Production Board, Development of the Reconversion Policies of the War Production Board 
Report No. 15, pp. 43-48, 92-102, Also, U. 8S. Congress. Senate, Special Committee to Investigate the 
National Defense, Third Annual Beport. See statement of Maj. Gen. Lucius D, Clay, ibid., p. 209-10 

% General Somervell testified in December 1944, that at no time had our Armed Forces suffered from a 
lack of supplies. U. 8. Congress. Senate. Special Committee Investigating the National Defense Pro- 
gram, Hearings. . . pt. 26, p. 11990, December 4, 1944. 
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war programs, were it possible to locate them properly, could have 
released all consumer durable goods industries from war contracts.™ 

There was inherent in much of the thinking about reconversion, as 
in the Baruch-Hancock report, the idea that contract cancellation 
could easily be carried out so as to release facilities important to 
civilian production, retaining in war production those that were of 
less immediate significance. At the same time, however, conflicting 
concepts as to the policies to be followed in contract cancellation 
found considerable support. There were suggestions that preferential 
treatment in the resumption of civilian production be given to pre- 
war companies over firms established during the war, to small busi- 
ness,** to specific industries, to certain geographical areas.” Among 
these proposals, only that of giving small business some advantage in 
reconversion was adopted as official policy, although for a time some 
preference was given to prewar companies over new firms. 

The actual task of canceling contracts was in the hands of the 
procurement agencies who were strongly inclined when faced with 
diminished needs for specific items to follow basic financial considera- 
tions and to cancel first the contracts of the higher cost or least 
satisfactory producers. Any other cancellation policy would neces- 
sarily have to be imposed upon the procurement agencies by higher 
authority. 

The establishment of a pattern of contract cancellation for the 
interim period based on the desirability of securing production of 
civilian goods rather than on a strict financial basis was fraught with 
difficulties. Policy decisions were required relative to— 

1. Establishment of a system of priorities for civilian products. 

2. Assurance that contract cancellations would single out 
appropriate facilities retaining in war production plants less 
adaptable to civilian production. 

3. Assurance to the civilian industries of adequate supplies 
of raw materials and component parts. This involved the release 
from war production of adequate capacity to produce the supplies 
of components and parts needed for the civilian product. 

4. Establishment of a policy on the treatment of competitive 
firms within the same industry if all could not be released from 
war production simultaneously and /or if materials were inadequate 
for capacity operation by the entire industry. 


18 Survey of Current Business, June 1945, p. 10-16. 

2 A view championed by the chairman of the Smaller War Plants Corporation, Mr. Maury Maverick, 
as well as by the Senate Small Business Committee. 

#7 The Special Committee to Investigate the Centralization of Heavy Industry in the United States, of 
which Senator McCarran was Chairman, suggested freezing of new war plants and facilities in the 11 eastern 
states. (U.S. Cong. Senate. Special Committee to Investigate the Centralization of Heavy Industry 
in the United States, Hearings... pursuant to S. Res, 190, 78th Cong., 2d sess.) 
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5. Assurance that manpower would be available without 
interfering with war production. 

During the summer of 1944, public optimism over an early eink of 
the war in Europe was very great, an attitude supported by the quick 
success of the landings on the continent and the capture of Paris. 
The feeling was general that the war-planning job had been completed 
before D-day; the number of resignations at the War Production 
Board of men returning to their private occupations was very large. 
Demands that reconversion planning be hastened came from all 
elements; industrialists, labor leaders, members of Congress, and high 
Government officials. Congress was besieged for legislation covering 
surplus property, contract termination, and human demobilization; 
OPA for a price policy covering civilian products; and most particu- 
larly, WPB for detailed X-day planning. In May the demands upon 
WPB were given emphasis by the Baruch and Hancock criticism of 
delays and by the Brewster cutback incident.* Caught between these 
demands on the one hand and the firm opposition of the military on 
the other, the position of the War Production Board’s Chairman was 
an unhappy one, accentuated by continued disputes between factions 
of his own staff. 

Nevertheless, while warning that the first task of war production 
continued to be a military one, Mr. Nelson moved steadily toward 
establishment of a policy. Thus, in March he revealed, in reply to 
questions from Senator Maloney, the following WPB plans: 

1. While the services have in the past consulted with WPB on cutbacks to only 
a limited extent, from now on the military services, when they have determined 
that a cutback is necessary, will collaborate with the War Production Board in 
determining where the cutback is made. 

2. Manpower is the most critical determining factor in war production today. 
So far as possible, we attempt to guide the cutbacks in the critical labor areas, in 
order to ease the manpower situation in these areas. 

3. The availability of manpower, materials, and component parts determines 
the extent to which civilian production has been cut back. The military services 
also are concerned over possible adverse effects of an expansion of civilian produc- 
tion at this time on morale both at home and among the fighting men abroad. 
With these factors in mind, our policy is to expand civilian production as it 
becomes possible to do so withbat interference with the over-all war program, 
and particularly in concerns whose war orders have been cut back. ‘The Office of 
Civilain Requirements has prepared a number of programs for expanded produc- 
tion of civilian items and has listed their relative order of importance to the 
economy. It is our purpose to put these programs into effect whatever the 


military outlook, and the situation with respect to manpower, materials, and 
parts indicates the advisability of such action. 


88 U. S. Congress. House. Committee on Naval Affairs. Inv estigation of the War Effort. Report of 
saboomunl cee appointed to investigate the causes of failure of production of Brewster Aeronautical Corp, 
under its contracts with the Navy. Hearings. . . 78th Cong., Ist sess., pursuant to H. Res. 30. Also, 


U.S. Congress. Senate. Committee on Military Affairs. Mobilization and Demobilization Problems. 
Hearings . . . 78th Cong., 2d sess., p. 519 et seq. 
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4. While the idea of withholding conversion of a plant until.an entire industry 
can be reconverted is fair and convenient, it is a physical impossibility. The 
entrance of new firms into an old industry cannot be restrained since it “has been 
my objective from the very start to confine detailed economic planning to wartime 
production of military and civilian essentials,” and “it is all-important to maintain 
& competitive economy.” # 

The policies so stated formed the basis upon which the War Produc- 
tion Board program was to be developed. The details were worked 
out but slowly, shifting with the changes in the military situation and 
the consequent changes in estimated future requirements. Their 
implementation likewise expanded and contracted with the rate of 
military progress, beset with criticism as to timing from the military 
agencies. 

Machinery to assure the attainment of the first point was created 
in June by the establishment of the Production Executive Committee 
Staff under Wilson, including on its membership the procurement 
agencies and the War Manpower Commission as well as WPB. This 
group had the function of inquiring into any feature of production, 
including scheduling, and to clear all cutbacks and terminations 
proposed by the procurement agencies. Its unanimous recommenda- 
tions regarding such changes were binding on the procurement agen- 
cies; when opinion was divided, the PEC rendered the binding decision. 

In June 1944 Mr. Nelson announced his reconversion program, which 
embodied the following provisions: 

1. Restrictive orders covering aluminum and magnesium were 
to be removed to permit the use of these metals in fabricating 
essential products when manpower was available. 

2. Manufacturers were to be authorized to acquire materials 
and components to build one working model of any product 
planned for postwar production. 

3. Manufacturers were to be allowed to purchase machine tools 
and dies for civilian production, out of surplus stocks or, if 
necessary, through orders validated by the War Production 
Board for manufacture when war demands permitted. 

4. Production of civilian items from available materials was to 
be permitted on the basis of individual authorizations made by 
the regional offices of the War Production Board in consultation 
with local representatives of the War Manpower Commission. 
This was the ‘Spot Authorization Plan.” 

In timing this announcement, Mr. Nelson recognized the demands 
of the public and of Congress for such action and had the support of 
an analysis by his staff which indicated that the Army’s supply situa- 


389 Congressional Record, Vol. 90, pt. 2, pp. 2402-04. Mr Nelson restated his view that the War Production 
Board’s scheduling of production was restricted to war and that such action during reconversion would be 
of “great violence to our system of free enterprise.” 
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tion was satisfactory. The announcement, however, brought the 
conflict between Nelson and the Armed Services to the surface. 
Appealing to higher authority, the Army took its objections to the 
Director of War Mobilization, who ordered the effective date post- 
poned pending his review. Justice Byrnes approved Nelson’s pro- 
posal except that the effective date of the spot authorization was 
moved ahead to August 15 and that applications were made subject 
to the review of the local Production Urgency Committee who would 
give manpower problems strong consideration. The WMC became 
the key agency in industrial reconversion since its certificate that 
labor was available was required before the PUC’s would approve a 
spot authorization application. 

Although Mr. Nelson’s action received wide public support, includ- 
ing that of Senator James M. Mead, chairman of the Senate War 
Investigating Committee, it was opposed by WPB Vice Chairman 
Wilson and the military. The latter carried their objections to the 
President with a demand for Nelson’s removal. Meanwhile, Mr. 
Nelson had agreed to the President’s request that he undertake a 
special mission to China. Shortly thereafter, Vice Chairman Wilson’s 
resignation was also accepted and Julius A. Krug became Acting 
Chairman of the WPB. 

The change in leadership resulted in no change in WPB’s announced 
reconversion program. Indeed, for a short time reconversion plan- 
ning and discussion moved at an accelerated pace. Mr. Krug told a 
Senate Committee that he was “in complete accord with” Mr. N elson’s 
plans for a gradual reconversion, and a few weeks later laid before 
that Committee detailed and integrated plans for industrial recon- 
version, for application after the fall of Germany and after the defeat 
of Japan. Early in September the War Production Board announced 
the first instances of resumed civilian production under the Spot 
Authorization Plan. Meanwhile, a committee to review the demo- 
bilization of controls was established in September. The following 
month it made a detailed report on the WPB controls which should 
be dropped and those which should be retained or modified for a one- 
front war. 

The slowing of the war in Europe with the approach of the winter 
of 1944-45, the German counterattack and the resulting Battle of the 
Bulge set back the military schedule and forced an upward revision of 
military requirements. Discussion of reconversion disappeared 
amidst general recognition that the anxiety of the previous summer 
had been premature. Meanwhile, the war in the Pacific was moving 
rapidly, well ahead of schedule, with a consequent intensification of 
demands of equipment. The result was that while the munitions 
program had declined month by month during the first three quarters 
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of 1944, it rose significantly in November over October and again in 
December. Faced with these rising schedules and an increasing 
number of critical programs, the Chairman of the War Production 


_ Board announced that from now on “we are assuming that the war 


will go on indefinitely.” The War Production Board, War Manpower 

Commission, War and Navy Departments issued a joint statement 

reemphasizing the precedence to be given to the war programs.” 
Reconversion progress under the spot authorization plan mean- 


_ while had been very slow. Although Krug had in November re- 


jected a demand from the Services that the spot authorization pro- 
gram be suspended for 3 months, the program was virtually inoperative 
in the following month in all labor markets. Reconversion planning 
in the War Production Board, as elsewhere, was driven underground 
by these events but continued to be the subject of careful and detailed 
examination. Such planning was necessarily a continuing operation 
because of the shifting nature of the demands of the military upon the 
economy and the changing significance of military operations to the 
time period for which planning was being carried out. 

The rapid improvement of the military situation in Europe in the 
early spring of 1945 brought renewed public interest in reconversion 
and expression of anxiety over the plans made to meet declining war 
production. To these queries, Mr. Krug could reply that WPB had 
been working on, if not talking about, reconversion. In fact, a 
Committee on the Demobilization of Controls after VE-day had dealt 
with that problem during the winter. As a result of a request from 
OWMER Director Byrnes, asking WPB to formulate plans, the 
problem received intensified attention from a newly established 
Committee on Period One (the interval between VE- and VJ-days). 
Preliminary data on the requirements of the Services for the one- 
front war were made available in March and thereafter a succession 
of plans was prepared, based on the action that would be possible 
under various assumptions. By the middle of April, WPB had 
reviewed virtually all procurement cut-back proposals effective before 
the termination of the war against Germany. 

In April, the European war was near its climax. Reconversion dis- 
cussion was openly sanctioned by WPB without protest from the 
military and the Spot Authorization Plan was revitalized at approxi- 
mately the same time that the first major cut-back—in aircraft— 
was announced, foreshadowing victory over Germany. WPB had 
prepared some months earlier for the increased load by establishing a 
Production Readjustment Committee to give its full attention to 
guiding the impact of cut-backs with the work of actually cutting 


4# War Production Board Press Release W PB-6922, December 1, 1944. 
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and guiding the facilities into new uses in the hands of the Field 
Termination Committees. 

VE-day—May 6—brought no sudden change in industrial controls. 
Reconversion had, in fact, begun weeks earlier in the revitalization 
of the Spot Authorization Plan, and in the occasional liberalization 
of restrictive orders. A few days after VE-day, producers of civilian 
goods were given permission to place orders for steel, copper, and 
aluminum for delivery after July 1, and rating floors were removed 
to permit placing unrated orders if they did not interfere with war 
needs. Limitation orders on some 73 types of products were re- 
moved, and restrictions of this nature continued to be lifted almost 
daily during the interim period. Such actions were in the nature of 
granting hunting licenses for raw materials and meant civilian products 
only if the decline in the war program permitted. 

WPB’s inclinations toward a hurried removal of controls, a policy 
which had been formulated in the fall of 1943 by Chairman Nelson 
and Vice Chairman Batcheller, was opposed by other war agencies; 
by OPA and WMC who felt that production controls were necessary 
to the success of their operations; and by the military who sought 
maximum protection for their continuing production requirements, 
Of great importance was the fact that WPB was faced also with 
demands from civilian businesses for priorities for civilian production 
since materials continued in extremely tight supply. While the War 
Production Board recognized that the retention of certain controls, 
particularly on construction, were desirable, Mr. Krug’s position was 
that WPB’s jurisdiction was limited to war production and that such 
control should be exercised by some other agency. The Mead com- 
mittee expressed itself in agreement with Mr. Krug’s observation 
that a little competition was a good thing. Thus, the agency con- 
tinued to move in the direction of an early complete disappearance of 
WPB and its controls over production. 

Less than 4 months separated victory over Germany from the 
defeat of Japan. Scheduled production which controlled material 
availability for August was in May planned for at a rate only 15 per- 
cent below that in May.“! While certain materials became fairly 
abundant, others remained tight, and important commonly used 
components remained difficult to secure. 

The results of liberalized materials control between the abandon- 
ment of spot authorization and the end of the war are not susceptible 


‘| Munitions production scheduled as of May 1, 1945, and that actually achieved was (in millions of 


dollars): 
Scheduled Actual 
RUAN npr eine aagainnn= anon anienanaqnnsninscapstecceueenet ie ete en $4, 616 $4, 542 
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to statistical measurement. In general, the result of the interim 
reconversion plans of WPB in terms of increased flow of finished prod- 
ucts to consumers was very small. It is nevertheless true that the 
steps taken were of undoubted assistance in expediting the reconver- 
sion of industry when the end of the war came. 


Lifting Controls 


The central issue in the preparations made for peace was the dis- 


position of the numerous controls that over the war period had been 


extended to virtually all phases of economic life. The public had 
accepted such restrictions as one of the prices to be paid for victory 
but, at the same time, from the time of their imposition and consist- 
ently thereafter had demanded assurances that they would be elimi- 
nated at the earliest possible time. The Nation’s wartime produc- 
tion achievement had apparently served to strengthen the public’s 
faith in the values of freedom of economic action. It was recognized 
that some controls could not be removed as quickly as others. Mili- 
tary demobilization necessitated an adequate supply of transportation 
facilities. Assurances were needed that the armies of occupation 
receive adequate supplies. But for the rest the weight of opinion was 
heavily against the continuation of controls that had not existed in 
peacetime. 

On the other hand, those who were most directly concerned with 
the many problems that would have to be solved in the immediate 
postwar period were concerned over the premature dropping of con- 
trols and in some cases advocated the retention of a substantial num- 
ber of such administrative devices. Their point of view was that an 
orderly transition to a peacetime economy at the highest possible 
level of activity and with the great possible speed was attainable only 
by continued controls over allocation of materials, rationing of certain 
products, and continued control over prices. To permit unfettered 
competition for the short supplies that would exist in many materials 
during the reconversion period was to jeopardize a smooth transition. 

The policy of the Administration on this matter was enunciated 
by the President when at the end of the war he instructed the Federal 
agencies “‘to move as rapidly as possible without endangering the 
stability of the economy toward the removal of price, wage, produc- 
tion, and other controls and toward the restoration of collective bar- 
gaining and the free market”. Many of the war agencies already 
had plans consistent with the President’s policy and many had previ- 
ously publicly announced their intentions. In fact, in most agencies, 
such plans had been held in readiness since the fall of 1944. 


42 Executive Order No. 9599, Aug. 18, 1045, 10 Federal Register 10155-58. 
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In accordance with the Administration’s policy, victory over Japan 
was celebrated with a very substantial restoration of economic free- 
dom. On August 16, the day following the announcement of the 
surrender of Japan, all controls over manpower were dropped by the 
War Manpower Commission and the OPA removed ration restrictions 
on gasoline, fuel oil, processed foods, and heating stoves. Other 
ration orders were lifted during the rest of the year so that by the end 
of 1945 only sugar continued under rationing control.“ Several 
hundred items were removed from price control within the first 
hundred days after VJ-day. By the end of August, the War Produc- 
tion Board had abolished most priority controls, the Controlled Mate- 
rials Plan and with it all control over metals except tin, lead, and 
antimony, eased industrial construction restrictions, and revoked 
several hundred control orders. The Office of Defense Transportation 
had lifted several thousand controls on commercial motor-vehicle 
traffic and eased the ban on conventions. Early in September a large 
portion of controls over exports was lifted and coastal and intercoastal 
shipping was resumed. 


The Fight Against Inflation 


During the war, consumers’ incomes had risen sharply, whereas the 
supply of goods available for purchase had increased much less 
rapidly: the supply of many consumer durables either declined or 
ceased altogether to be available. While increased tax payments, 
bond purchase campaigns, and voluntary savings served to absorb a 
substantial portion of the expansion in consumer incomes, imbalance 
between purchasing power and the supply of goods was sufficiently 
great to create dangerous inflationary possibilities. 

Prior to the end of the war, there was no unanimity of agreement 
that such inflationary pressures would continue long beyond the attain- 
ment of victory. Some observers felt that the very sharp drop in 
Federal expenditures to be expected after VJ-day would result in 
serious deflation and that as a consequence unemployment would be 
the Nation’s major problem. Others, recalling that during World 
War I price inflation had been far more severe after the end of hos- 
tilities than during the war, argued that consumers’ purchasing power 
would for some time exceed the supply of available goods and that 
the danger of inflation would continue for an extended period. 

The Government, in view of these two possibilities, prepared to 
combat both deflation and inflation. Plans for public works and the 
maintenance of consumer purchasing power were discussed. Chief 

‘3 Not all of these orders were actually operative. They included: men’s rubber boots and rubber work 


shoes, Sept. 5; new adult bicycles, Sept. 23; coffee, Sept. 21; passenger automobiles, Oct. 29; firewood (Pacific 
Northwest only), Aug. 21; shoes; Oct. 30; meats, fats, canned fish, and cheese, Nov. 23; tires, Dec. 26, 1945. 
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emphasis was placed, however, on ways and means of combating 
inflation. The Baruch-Hancock Report had suggested that the prob- 
lem would be one of controlling prices and President Roosevelt in his 
Budget message in January 1945 had said: 

When war production is extensively reduced some of the controls which were 
needed in an all-out war economy can be relaxed, although other controls must 
be continued to assure necessary war production and orderly reconversion. For 
example, we must avoid speculation in inventories such as contributed to the 
inflation after the last war. The fact that many businesses and individuals have 
ample funds for a buying spree necessitates caution in relaxing controls. The 
balance between incomes, savings and expenditures will still be precarious during 
the reconversion period. It will therefore be necessary to retain the machinery 
for allocation and price controls as long as certain materials and finished goods 
are in short supply.’’#4 

The situation after VJ-day was one of high-wage levels though 
somewhat reduced from wartime peaks, combined with favorable 
employment conditions, continuing large Federal expenditures, vast 
pent-up demands for many classes of goods, and very large liquid 
savings in the hands of individuals as well as business corporations. 
In view of the long time lag before the desired goods could appear on 
the markets in significant volume, the danger of an upward spiral 
of prices was very real. The Office of Price Administration had pre- 
pared to handle these problems well before VJ-day. Price control 
during the reconversion period, and until the Price Control Act came 
before Congress for renewal, was to be within the framework of ad- 
ministration and policy developed during the war. 

Among the demands made by business groups in 1944 and early 
1945 for adequate Government preparation for reconversion, requests 
for enunciation of a price control policy were frequent and insistent. 
The task was essentially that of reviewing and making the necessary 
adjustments in the price ceilings of products which were on the market 
in 1941-42 but which were not being manufactured for some time 
before the end of the war. It was necessary also to determine price 
ceilings for new products, a more difficult task but one with which 
OPA had acquired considerable experience. It was essential that the 
pricing program be developed so that these commodities would flow 
into the civilian market in maximum volume as quickly as possible 
after the end of war production. While the administrative burden 
was heavy, the number of commodities involved in the reconversion 
pricing program was relatively small and their production was highly 
concentrated in a small group of large firms. 

The Office of Price Administration had given some attention to 
the problem of reconversion pricing since the last half of 1943; inten- 
sively so in the middle of 1944 when partial reconversion seemed 


“ The Budget of the U. S. Government, Fiscal Year ending June 30, 1946, p. xxiii. 


494 The United States at War 


probable.* The specific policy to be followed was, however, not 
announced until May 1945. Under the program, prices on reconver- 
sion products were set at 1941-42 levels with adjustments for legiti- 
mate increase in costs to be made upon application. Such adjustments 
would cover increased costs by the use of industry-wide formulae or 
in the case of smaller firms, on an individual basis.“ There were, 
however, larger issues involving the entire framework of economic 
stabilization which required administrative action. 

The problem of controlling prices after VJ-day differed sharply 
from the task in the war period. On the one hand, the decision to 
eliminate a maximum number of controls over production meant that 
price stabilization could find only limited support in that direction. 
On the other hand, President Truman had early indicated his agree- 
ment with the popular desire to return to free collective bargaining in 
labor relations at the earliest possible opportunity. If such release 
of controls was to mean a sharp rise in hourly wage levels, as did 
prove to be the case, inflationary pressures would be expanded. Such 
increase would be reflected in higher costs to consumers, increasing 
the cost of living. The task was thus one of reconciling the objective 
of continuing price control with the desire to eliminate or the imprac- 
ticability of continuing other controls which over the war period had 
proven essential supports of the anti-inflationary effort. 

On August 18, the President issued an Executive order “providing 
for assistance to expand production and continued stabilization of 
the national economy during the transition from war to peace, and for 
the orderly modification of wartime controls over prices, wages, 
materials, and facilities”’.‘’ 

By this order the whole process of decontrol—of removing wartime 
restrictions—became subject to the requirements of the stabilization 
program. The objectives of the Government were stated as the 
removal of price, wage, production, and other controls, and the 
restoration of collective bargaining and the free market. These were 
to be accomplished “without endangering the stability of the economy.” 

The Price Administrator was specifically instructed to “take all 
necessary steps to assure that the cost of living and the general level 
of prices shall not rise’. Such price increases as might be approved 
for designated reasons were not to cause increases at later levels of 
production or distribution. Wage increases might be made by 
industry without approval of NWLB or the Director of the Economic 
Stabilization if such increases were not to be used to seek an increase 


‘5 Office of Price Administration. 11th Quarterly Report, pp. 5-7. 


‘6 Office of Price Administration. 14th Quarterly Report, pp. 2-4; 15th Quarterly Report, p. 5. 
47 Executive Order No. 9599, Aug. 18, 1945, 10 Federal Register 10155. 
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in price ceilings or to increase the cost to the Government of products 
produced under Government contract. Wage increases to correct 
maladjustments and inequities might be approved by NWLB when 
such “‘interfered with the effective transition to a peacetime economy”’ 
but such increases when involving a change in a price ceiling were 
subject to the approval of the Director of Economic Stabilization. : 

This policy was clarified and strengthened October 30 by the Presi- 
dent in an address to the Nation and with the simultaneous release 
of an Executive order. By this order wage increases were to be 
approved by the Stabilization Administrator when NWLB found: 
(a) that total wage increases since January 1941 were not equal to the 
percentage increase in the cost of living from that date to September 
1945; (6) where such increases were required to correct industry or 
area inequities; (c) and where such increases were found “necessary 
to insure full production in an industry, designated by the Stabiliza- 
_ tion Administrator, which is essential to reconversion and in which 
existing rates or salaries are inadequate to the recruitment of needed 
manpower.”’ 

In support of this stabilization program, certain controls over 
production were necessary. While an early complete disappearance of 
WPB’s controls over industry had been anticipated, the importance 
to the price control program of an adequate supply of low price con- 
sumer goods forced reconsideration of the Government’s postwar role 
in allocating scarce materials to such essential civilian items. With 
WPB’s Chairman convinced that such a function was beyond WPB’s 
powers, the issue was taken by the Director of OWMR to the President 
for settlement. In a letter to Krug, the President, while agreeing on 
the desirability of a quick removal of controls, urged the temporary 
retention of such controls as were needed to prevent or break bottle- 
necks in the production of low-priced goods. In consequence, when 
an effective date was set for the termination of the War Production 
Board, the creation of the Civilian Production Administration was 
also announced,* that new organization to take over the administration 
of some 60 orders in such fields as textiles and construction. 

The task of reconciling labor’s demands for higher wages with the 
economic stabilization program presented many great difficulties. 
Wage stabilization was essential to the program since it was to be 
expected that most employers would demand increases in price ceilings 
adequate to cover any production costs arising from increased wages. 
Although the Administration at various times suggested the feasibility 
and desirability of raising wages out of anticipated profits, strenuous 


48 Executive Order No. 9651, Oct. 30, 1945, 10 Federal Register 13487. 
49 Executive Order No. 9638, Oct. 4, 1945, 10 Federal Register 12591. 
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employer resistance was met. The resultant labor-management 
conflicts, when expressed as work stoppages, were a stumbling block 
to smooth and expeditious reconversion. 

The problem presented serious administrative difficulties. During 
the war period NWLB had administered the wage stabilization pro- 
gram with marked success. Its accomplishment had rested very 
largely upon labor’s adherence to the no-strike pledge at the beginning 
of the war and continued for the duration. It had consequently 
expired on VJ-day and the Board was in no position to take on new 
cases after that date. Although President Roosevelt in his Budget 
message in January 1945, had said, ““We must also see to it that our 
administrative machinery for the adjustment of labor disputes is 
ready for the strains of the reconversion period” and urged that 
wartime lessons be applied in working out a long-range labor policy, 
nothing had been accomplished.” 

President Truman made some effort to continue NWLB as an 
effective wage control organization. He requested labor to accept 
NWLB’s jurisdiction and decisions and to continue the no-strike 
pledge until a labor-management conference could be convened to 
develop new machinery for maintaining industrial peace. In his 
Executive order of August 18, he directed that “disputes which would 
interrupt work contributing to the production of military supplies or 
interfere with effective transition to a peacetime economy are dis- 
putes which interrupt work contributing to the effective prosecution 
of the war.” These efforts were not rewarded with success. 

Organized labor had during the war years to a substantial degree, 
sacrificed the peculiarly favorable opportunities to obtain large wage 
increases which were inherent in the tight labor market situation. 
The sacrifice was not an easy one to make and labor had grown 
restive over the war period, resentful of the wartime restraints of the 
no strike pledge and the little steel formula, fearful of reduced weekly 
earnings as a result of the loss of overtime pay. In consequence, 
VJ-day was followed by an upsurge of work stoppages and strikes, 
despite the fact that public opinion strongly disapproved of such inter- 
ferences with the progress of reconversion. 

The lack of preparations which might have made of NWLB a 
useful postwar device to meet these problems was the result of labor’s 
desire to escape all the wartime restrictions of Government inter- 
vention in collective bargaining, a desire with which industry appeared 
to be in substantial sympathy and which had previously been shared 
by Government officials including the members of NWLB. Thus, 
NWLB had not concerned itself with preparing for a role in the tran- 
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sition period but solely with making plans for finishing its backlog of 
work and then liquidating. By the time the threat of labor stoppages 
to reconversion had become clear, these steps had so weakened NWLB 
that its members felt it necessary to advise the President that it 
could not function effectively to handle the crisis. Without the no- 
‘strike pledge or some similar agreement on the part of labor to abide 
by NWLB rulings, the Government had only the device of plant 
seizure under the Smith-Connally Act with which to meet work 
_ stoppages. Consequently, NWLB proceeded with its plans to liqui- 
_ date, announcing in October that it intended to dissolve at the end 
of the year. The President, meanwhile, had requested that the 
Board set up a successor organization for the purpose of administering 
the wage stabilization program. Thev National Wage Stabilization 
Board, organized similarly to the National War Labor Board, was 
formed to begin operations the following year.®! 

Though it then had the administrative machinery to approve wage 
increases, the Administration was faced with the necessity of develop- 
ing quickly new policy with which to meet the threat of labor strikes 
in cases where labor-management disagreements could not be settled 
by collective bargaining. Such policy and accompanying machinery 
was hoped for as a product of the National Labor-Management Con- 
ference which the President called early in November. No formula 
or agreement whereby industrial disputes might be settled within the 
framework of announced economic stabilization policy was forth- 
coming, however. 

Meanwhile, as a stop-gap device the President set up fact-finding 

_ boards to handle the most pressing of the industrial disputes, at the 
= same time requesting of Congress action to bestow on such boards 
legislative sanction and authority. These boards had, in fact, no 
authority save only agreement by the two parties to accept them as 
arbitrators. Their awards did, however, carry the prestige of coming 
from a Presidential board and consequently carried with them con- 
siderable pressure for acceptance on both parties. In any case, the 
issue was what action OPA would take to cover the increased labor 
costs which might result from awards of increased wages. That 
agency attempted insofar as possible to obtain the absorption of such 
cost increases by the intermediary stages in the flow of products to 
ultimate consumers and thus prevent or at least reduce the impact 
upon the cost of living. This absorption policy met strenuous opposi- 
tion on the part of the affected industries, particularly wholesale and 
retail merchants, and became a basic issue in the controversy over the 
extension of the Price Control Act. 


81 Executive Order No. 9672, Dec. 31, 1945, 11 Federal Register 221-4. 
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- Reconversion and Demobilization of the Executive 
Establishment 


The needs of war required substantial expansion of many of the 
Government’s normal functions and the addition of many activities. 
unknown in peacetime. To carry on these operations, new agencies. 
had been created; many old agencies had found it necessary to 
expand their staffs substantially anid numerous shifts in functions and 
responsibilities among the agencies had been made. 

As in the case of the other aspects of reconversion, the Government 
early began consideration of its demobilization problem and made 
preparations to reorganize the Government for the tasks of reconver- 
sion and peacetime. Continuous checking on the necessity of the 
operations of the Government’s agencies and the need for staff were, - 
in fact, part of the normal budgeting review operations of the Bureau 
of the Budget. Along with its assistance in establishing new agencies, 
the Bureau had from time to time throughout the war made recom- 
mendations that staff be reduced, agencies abolished, or functions 
transferred wherever such action was in the public interest. Thus, 
such agencies as the Office of Civilian Defense and the President’s 
Committee on Congested Production Areas were terminated well 
before the end of the war when it was apparent that there was no longer 
any need for their functioning. 

Such activities of the Bureau received a considerable impetus 
when on September 18, 1944, the President wrote the Director of the 
Bureati of the Budget stating: 


Upon the termination of hostilities, we must proceed with equal vigor to liqui- 
date war agencies and reconvert the Government to peace. Some steps along 
these lines may be taken when the fighting ends in Europe. The transition from 
war to peace should be carried forward rapidly, but with a minimum of disorder 
and disruption. Only careful planning can achieve this goal. 

This is the time to do the planning, although the war—even in Europe—is not 
over. Most of the planning will probably have to wait for execution until the 
Japs have surrendered—and there is no way of telling when that will happen. 
But the plans should be ready. 


The letter further requested that the Bureau reexamine the pro- 
grams, organization, and staffs of Government agencies and prepare 
recommendations for “the liquidation of war agencies and the reassign- 
ment of such permanent or continuing functions as they possess; the 
reduction of Government personnel to a peace footing; and the simpli- 
fication and adaptation of the administrative structure to peacetime 
requirements.”’ 

The Bureau promptly began its study, supplementing its own 
examination with a request to the head of each agency for a statement 
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on program readjustment that might be made immediately and those 
which could be made following VE-day. 

Congress meanwhile had inserted in the War Mobilization Act of 
1944 instruction that the Director of OWMR study and determine the 
need for :— 
simplification, consolidation, or elimination of such executive agencies as have 
been established for the purpose of the war emergency, for the termination, or 
establishment by statute, of executive agencies which exist under Executive order 
only. 

While this was clearly a duplication of jurisdiction, the Administration 

refrained from any effort to secure a change in the legislation. In- 
stead, Mr. Byrnes in a letter of November 29 requested that the 
Bureau of the Budget undertake the necessary study and thus 
avoided any conflict of jurisdiction. 

The delay in achieving victory over Germany resulted, as elsewhere, 
in a reduced emphasis on this phase of demobilization. The Bureau 
of the Budget nevertheless continued to study the problem. One of 
the results was the view that little change in the Federal Government 
was to be expected until the war had been ended on both fronts. 
Thus, the Director of the Bureau of the Budget wrote the Director of 
War Mobilization in March 1945, that:— 

Generally speaking, the war organization of the Government has been stabilized 
for some time, and will require but little adjustment except in consequence of 
material change in the programs of agencies. Contraction in the size of agencies 
may be expected in many instances, but wholesale reshaping of the war organiza- 
tion is not, in my opinion, in prospect until there is a substantial shift in produc- 
tion from war materials to civilian goods. 

Meanwhile, the Bureau intensified its studies of demobilization and 
prepared detailed analyses of the programs of the Federal agencies. 
By VJ-day, it was well prepared with recommendations. Some of the 
agencies had also prepared plans for their liquidation soon after the 
end of the war. 

A few days after the Japanese surrender, President Truman ap- 
pointed a committee composed of the Director of OWMR, the Director 
of the Bureau of the Budget, and Judge Samuel I. Rosenman to make 
recommendations ‘‘on the proper disposition of the various war 
agencies.” The recommendations of this committee were followed 
by quick action by the President. Thus, before the end of the year, 
the following were among the major agencies that had been formally 


terminated: 
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Agency terminated Effective date Action 

bony SEs DPE tes Executive Order No. 9562. 

eee ee ug. Executive Order No. 9471. 
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War. Refugee, Boards sto: eos t= ee ee Sept. 14, 1945 | Executive er No. 2 
War Marcoce Commission: 5 2-22-- 25.52 2 Sept. 20, 1945 | Executive Order No. 9617. 
Office of Economic Stabilization__-__.-_.___---_--]____- dois = Executive Order No. 9620. 
Office of Strategic Services_-_.____._-_-__--------- Oct. 1,1945 | Executive Order No. 9621. 
Foreign Economic Administration__-_--___--_---- Sept. 27, 1945 | Executive Order No. 9630. 


Office of Army-Navy Liquidation Commissioner_|}____- ag = Do. 

Surplus War Property. Administration to Re- | Oct. 19,1945 | Executive Order No. 9643. 
construction Finance Corporation. 

Office of Censorship (Censorship Policy Board) __| Nov. 15,1945 | Executive Order No. 9631. 


Munitions Assignment Board___.__---------_--_- Nov. 8, 1945 | By action of Joint Chiefs of Staff, ap- 
proved by President Truman and 
Prime Minister Attlee. 

Wanye rOGHC ONS HORLG sn snes see a Noy. 3, 1945 | Executive Order No. 9638. 

Smaller War Plants Corporation______.___-_______ Dec. 27,4945 | Executive Order No. 9665, 

National War LabérBoard______.__...___-..__.__ Dec. 31,1945 | Executive Order No. 9672. 

Warzl'ood Administration: =: (22-25-88 =. June 29, 1945 pens amyl i bert i 

Combined Production and Resources Board_____- Deo s10) 1045 1p. ee 

Combined Raw Materials Board_________________|____- dos Sau —— iinkte Kine Attlee and 


The functions of some agencies came to an end with their dissolu- 
tion; in others, functions were transferred to other agencies with the 
result that a considerable consolidation of Government activities was 
attained. The most striking example was that in the labor field. The 
Department of Labor was strengthened by receiving control of the 
United States Employment Service, the National War Labor Board, 
the National Roster of Scientific and Specialized Personnel, and the 
Reemployment and Retraining Administration. The Government’s 
activities in international affairs were again concentrated in the State 
Department which received jurisdiction over some of the former 
functions of the Office of Strategic Services, the Office of War Infor- 
mation, and the Foreign Economic Administration, and would logi- 
cally receive also the functions of the Office of Inte Asierieua Affairs. 
Commerce strengthened its position by securing the functions of the 
Smaller War Plants Corporation as well as some of those of the For- 
eign Economic Administration. 

Of special importance to the reconversion period was the consoli- 
dation of reconversion activities within OWMR. With the abolition 
of OKS, stabilization coordinating functions were transferred to 
OWMR. Likewise, when WPB was abolished, the continuing 
priorities functions were vested in CPA which was instructed to 
report to OWMR. The President furthermore made OWMR re- 
sponsible for the furtherance of his legislative program of September 
6 requesting that agency reports on the status of the various elements 
of the program be made to him through OWMR. Thus, the guidance 
of the reconversion program was more highly centralized than the 
war program had been at any time during the period of hostilities, 
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Though the war with Japan ended far more quickly than was 
generally anticipated on the basis of military advice, the ease with 
which the Nation’s economy entered the reconversion period paid 
_ tribute to 2 years of the preparations which had been made for it. 
World War I had served as an example of what not to do, and the 
Nation had profited from that experience. 

The plans made were the product of no one group but in a real 
sense embodied the opinions and interests of a broad cross-section 
of the Nation. President Roosevelt performed an invaluable service 

in early calling attention to the importance of the problem, and the 
close association of President Truman as Senator and Chairman of 
the Senate War Investigating Committee with the problems involved 
meant a continuity of policy development of the utmost importance. 
Thereafter, initiative and over-all guidance was to a large degree 
supplied by OWM and its successor OWMR. Public expression of 
its interests were made not only through the Congress but more 
directly through the industry and labor advisory committees of WPB 
and OPA. By and large, the preparations reflected the Nation’s 
wishes; the difficulties that were encountered were to be ascribed more 
to the public’s clearly expressed desire for maximum economic free- 
dom as quickly as possible than to misjudgments or miscalculations 
on the part of those responsible. 

Though the reconversion period would merge into the post-war 
era without clear-cut indications to mark the transition, it was ap- 
_ parent that at the end of the year the process of readjustment from 
war to peace was still far more complete. The effectiveness of the 
preparations that have been described in this chapter are thus not 
within the purview of this book. It was clear, however, that the 
Nation was enjoying high levels of prosperity, that unemployment 
was far less serious than had been anticipated, that inflation was as 
much a threat as it had been at any time during the war period. 
The dangers of economic ills, of deflation and depression and heavy 
unemployment had been pushed well into the future. The degree 
to which that was true spelled the success of wartime planning for 
peace. The economic problems that lay in the future were to be met 
by actions which were not a part of the preparations for the conversion 
to peace but a part of the larger postwar era ahead. 
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Assaying the Record 


HE principal purpose of this account has been to report on the 

nation’s experience in World War II from the point of view 

of the Government’s discharge of its administrative and man- 
agerial responsibilities. The American nation faced its greatest 
challenge; those who were selected to manage and administer its 
affairs faced a most severe test. The fighting men we trained, the 
goods we produced, the battles we won, measure the magnitude of the 
problems that were faced and the degree of success attained. 

This volume has dealt with only a small part of the whole field 
of our wartime experience! and cannot speak conclusively even on 
that portion. Like any attempt to capture the facts on a period of 
highly complex, swiftly moving events, immediately after their oc- 
currence, this volume must suffer from a lack of perspective. Nor is 
it possible here to probe deeply into the meaning and significance of 
the many aspects of our war years. Constructive evaluation of our 
management of the war, like evaluation of the effects of war in the 
physical science as of the atomic bomb, in industrial technology, 
international relationships and social and economic changes, must 
await the factual and analytical contributions of many observers with 
widely divergent points of view enjoying the advantages of the per- 
spective that time alone can give. It is hoped that this volume will 
stimulate numerous analysts to explore both more deeply and more 
broadly the many aspects of our society at war. 

Even if evaluation of the events described in the preceding chapters 
is premature, it is nevertheless desirable to highlight certain aspects 


1 The Committee on Records of War Administration has actively encouraged the agencies of the executive 
branch of the Federal Government to prepare historical and analytical accounts of their war experience. 
A majority of these agencies now have such histories in preparation and they will constitute an important 


eontribution to this field. 
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of our war administration. A particularly interesting method of 
doing this is by comparing the United States experience with the 
methods employed and the successes attained by our two major 
enemies, Germany and Japan. While much work remains to be 
done before the full story of the war activities of Germany and Japan 
will be available, sufficient information has already become accessible 
to permit the development of some highly important contrasts. 
The following discussion is based largely on the results of the expert 
examination of the German and Japanese war efforts by the United 
States Strategic Bombing Survey.? 

The friends of authoritarian government (i.e., government without 
a broad base of public participation) have in the past made much of 
its supposed administrative efficiency in arriving at decisions and in 
executing them without the hurdles that a democratic system faces 
in operating through the unregimented processes of public discussion 
and consent. Such apologists have urged that the exposure of 
governmental problems to public analysis and decision is a source of 
delay and weakness and that dictatorship over governmental ad- 
ministration eliminates problems such as this country faced in the 
planning and coordination of its war effort. These considerations 
were sufficiently influential.in the minds of the leaders of the Nazis 
and the Japanese expansionists to lead them to the conclusion that 
democracies could not successfully thwart their designs. It was a 
fundamental assumption in their plans that the democracies would 
be so immobilized as to be unable even to accept the challenge in 
meaningful fashion. 

The speed with which the democracies did accept the challenge and 
the manner in which they overwhelmed those who sought gain through 
war suggests that there is need to reexamine the claims to administra- 
tive superiority of authoritarian governments. In making these 
comparisons, it must be noted that it is somewhat easier to analyze 
the factors that contributed to defeat than it is to ferret out the failures 
and weaknesses of the victor. Careful technical analysis may well 
indicate that both of our enemies programmed and executed in 
certain areas in a manner superior to ours. This may, for example, 
prove to be the case in certain phases of the German tank production 
program and in Japanese production of aircraft. Though we won the 
war, we cannot afford to close our eyes to the possible lessons we may 
learn from the experience of our enemy. This is a highly important 
task that technicians and scholars must perform if the full significance 
of the war experience is to be exploited. 


1 The Effects of Strategic Bombing on the German War Economy, Government Printing Office, 1945; and 
The Effects of Strategic Bombing on Japan’s War Economy, Government Printing Office, 1946. 


Assaying the Record 905 


In many ways our task was far greater—from the administrative 
point of view—than that of either of our enemies. With a. long 
antimilitaristic tradition, we were suddenly faced in late 1941 with 
war against the two most militaristic nations on earth. Both enjoyed 
_ the advantage of long preliminary planning and preparations. We 
- faced the task of preparing simultaneously for two wars—one largely 
a land-air operation with naval support; the other primarily a naval-air 
operation with land support. In both cases the battlefronts were 
several thousands of miles distant imposing severe logistical problems. 
__A third task was also thrust upon us: that of producing the supplies 
needed by our Allies and building a fleet of ships to carry these prod- 
ucts to our Allies. The support of our Allies was invaluable to us but 
their pressing needs meant that we could not take time for long 
preparations since delay might deprive us of their support. Time, 
moreover, permitted our enemies to gain further strength from the 
exploitation of their conquests. To carry out simultaneously such 
complicated operations and to devote to each the proper proportion 
of our resources while avoiding the deadening effects of conflicts 
between those interested in one or another of these programs was an 
administrative achievement not to be disparaged. 

The German leaders knew well that her productive potential was 
no match for a group of opponents which included the United States, 
and the Japanese were not unaware of the very great inferiority of 
their productive capacity. Both relied upon what they believed to 
be the “decadence” of our way of life and government to assure them 
that our superior resources would not be adequately employed to 
prevent the success of their challenge. Both relied further upon 
the strengthening of their economic potential by exploiting the resources 
of conquered territories. By the time we entered the war, Germany 
had brought all Western Europe into her economic orbit and Japan 
was in the process of vastly expanding the territory which she con- 
trolled in Asia. Both probably underestimated the time required to 
overcome the difficulties of such exploitation. While such conquests 
strengthened the German economy in certain critical areas, the aggre- 
gate contribution they made to her fighting potential was not great 
(see chart 60). The Japanese were probably even less successful. 

Our possession of vast resources would have meant little or nothing 
if the administrative abilities of this Nation had not been equal to the 
task of converting those reseurces into an adequate supply of the 
things needed by our Armed Forces and our Allies. Military victory 
was possible for the United States because of our resources; it was 
_ achieved because our political structure and our administrative capac- 
ities were such that we obtained a speedy mobilization adequate to 

the tasks of war imposed upon us. 
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The Nation’s management of its war tasks was not, as the preceding 
pages have shown, a smooth, uninterrupted, undeviating progress. 
toward unchanging objectives. Our ultimate goal—of forcing the 
unconditional surrender of those who had declared war on us—was 
clear. Likewise, there was little uncertainty about the program in 
its broadest view. 

The intermediate objectives were, however, highly flexible and the 
execution of the program was changeable, at times hesitant and un- 
certain. This had to be. The tasks were unique, the problems not 
well understood, the resources not well inventoried, the necessary 
objectives not always clearly visualized, the methods to attain them 
untried. The whole intricate machinery had to be modified as goals 
were approached in one area, as problems appeared in another, or as 
military requirements shifted. All of these problems had to be met 
and solved through the democratic processes of government: the 
democratic tradition of free discussion, Congressional control of 
major policy, party government, and the continued recognition of the 
basic rights and status of the individual. 

It is useful for this purpose to divide our observations into those 
relating to the three major administrative aspects of war administra- 
tion: the development of over-all war policy; the determination of a 
program adequate to secure victory, once war has been declared; 
and the execution of the program with maximum effectiveness. 


Development of Policy 


On the matter of policy toward war, it need be said only that a 
truly democratic government with an intelligent well-informed elect- 
orate free to express its views is surely the best guarantee against 
aggressive military action. Certainly no one can read the first part 
of this volume and fail to be impressed by the reluctance of this nation 
to think of the possibility of armed conflict. The manner in which 
Germany and Japan went to war was possible only in governments in 
which such fundamental decisions were in the hands of a very few 
individuals who, controlling a propaganda machine, could cloak 
their decisions in plausibility and could impress their will upon an 
impotent public. 

With war thrust upon us our reaction was to determine a program 
adequate to bring to a speedy conclusion the complete defeat of those 
who attacked us. The Government’s executive branch established 
goals measured in such terms as scores of trained divisions, hundreds 
of ships, thousands of aircraft, thousands of tons of supplies to our 
Allies, objectives with which the legislative branch concurred and. 


Assaying the Record 507 


Cuart 60. Combat Munitions Production of Major Belligerents. 
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to which it gave full support. Military operations were planned 
by military men, the needed supplies were provided by free men and 
women working in independent industries guided and coordinated to 
a common end by a vast system of nonmilitary controls. Though 
_ there were times when we seemed to move at a snail’s pace, our per- 
' formance does not suffer from comparison with that of the Axis. 

It is now perfectly clear that the Axis countries had not planned 
adequately beyond their initial aggressive thrusts. Their objectives 
in beginning wars on either side of the world were limited; the German 
attacks on Austria, then Czechoslovakia, then Poland were limited, 
distinct actions, as were those of Japan in her attacks first on Man- 
churia, then on China. Their decisions to undertake aggressive 
military actions were arrived at without the careful weighing of 
possible reprisals or of alternative courses of action that free debate, 
both within the Government and among a freely speaking public, 
would certainly have prompted. Had such possibilities been carefully 
considered, had the decision been for war even after their publics had 
the opportunity to express their views, it is highly probable that all- 
out munitions production would have been immediately planned to 
take care of any eventuality that might arise. German war production 
- in 1939, 1940, and 1941 was surprisingly low as measured not only by 
later achievements but also as compared with that of her principal 
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opponents, Great Gritain and Russia (chart 61). Japanese production 
was likewise low. In both countries the limiting factor was not 
potential but the estimates of the war leaders as to what was required 
to accomplish the immediate aims. In both countries the planners 
of war assumed that short, quick military campaigns would accom- 
plish their objectives. They moved in a series of separate thrusts 
at nations even less prepared than they. No prolonged war against 
superior resources effectively mobilized was contemplated. The 
superior economic potentials of the countries attacked were not 
considered significant factors. Victory was to be won by strategic 
moves based on accumulated munition stocks, executed with a speed 
which would throw the democracies completely off balance. 

The Czechoslovakian settlement at Munich seemed to confirm 
Germany’s analysis of the decadence, blindness, and inertia of the 
democracies; the Polish, French, and Norwegian campaigns strength- 
ened her confidence in the blitzkrieg. Germany achieved control of 
the Western European continent with an expenditure of armaments 
that only slightly exceeded current production. Her stocks were 
not significantly depleted. 

The failure of England to capitulate after the fall of France forced 
Hitler to consider invasion. Nazi strategy and possibly her planning 
and programming also failed for the first time. Though her armament 
production was fast approaching that of Germany, England was not 
considered an immediate threat. Hitler turned upon Russia as a 
more promising victim for his military strategy. The attack began 
in the confident expectation that the experience of earlier campaigns 
was to be repeated; Russia was to be completely subjugated in 3 or 
4 months. 

No plans appear to have been made to cover the possibility that 
Russia’s preparedness had been underestimated. Moreover, the 
strength that was to destroy Russian resistance was little more than 
that which had been thrown against France. Application against 
Russia of the strategy that had been employed against France would 
have required preparations on a far greater scale since Russian space, 
war potential, and armed strength was far greater. In the 9 months 
that elapsed from the time the decision was made to invade Russia 
to the actual beginning of the campaign, such preparations could 
probably have been made in large measure. They were not. Instead, 
the munitions production program was cut back in the fall of 1940. 
The German leaders were apparently blind to the possibility that the 
Russian venture would produce anything but another battle of France. 

The defeat at Moscow brought Germany to the realization that 
she was involved in a long war against formidable opposition which 
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was gaining time to mobilize its strength. Even so, Germany did not 
yet take extreme measures to concentrate its strength. Germany pre- 
pared a second blitzkrieg. Only after it had burned itself out at 
Stalingrad did Nazism begin to plan in terms which called for full 
mobilization. 

Japan came to war seeking to extricate herself from entanglements 
from which she had gained no significant success. Her attempt to 
secure economic domination of China was frustrated, yet her ruling © 
cliques were politically unable to approve of withdrawal. Japanese 
expansionists were thus driven to seek a solution to their dilemma 
in the muddy back waters of the European conflict. Such a solution 
called for expansion southward which was in any case part of the aims 
of the more extreme influences in her government. The sharp 
American reaction to the invasion of Indo-China—the embargoes 
clamped on capital and certain raw materials—was unexpected. In 
the ensuing crisis in her domestic political affairs, no compromise 
could be reached between the various groups who shared political 
power. As a result, the extremists who considered Germany’s 
victory a certainty came into power determined to secure their share 
of the spoils. The strategy they envisioned assumed that Britain 
and Russia would be defeated, that one or two blows could crush 
American power in the Pacific; that a defense line could then be es- 
tablished which would be held against American attacks. These, it 
was assumed, would come slowly and in little strength. The Japanese 
assumed that after such attacks had been repulsed, the United States 
would be willing to negotiate peace. 

The first step in this strategy, the attack on Pearl Harbor, was 
spectacularly successful. It immobilized the American naval power 
to a degree that could hardly have been planned upon. The Japanese 
had won what should have been adequate time to conquer and 
exploit the southern seas if administrative insight and capacity had 
been adequate. Conquer she did, probably more than she had origi- 
nally planned. But once her initial conquests were completed, Japan 
failed to correctly analyze the problems she faced, found herself 
unable or unprepared to consolidate her position, to exploit her new 
resources to the strengthening of her military position, or to ward off 
attack. She met disaster at Midway but it was the defeat at Guadal- 
canal in late 1942 that brought to the Japanese a realization of the 
bankruptcy of their strategy, less than a year after Pearl Harbor. 

The parallel between the two aggressor nations continued. Both 
found themselves in late 1942 and 1943 with the task of recasting 
their strategy, building new administrative machinery, and beginning 
a thorough mobilization, 
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Programming for War 


{f the popular concept of autocratic governments had been correct 
‘we would have expected to find that after such a government had 
decided upon conquest, it would have laid down a precise program for 
_ achieving its objectives, a program that would comprise evaluations 
of all the requisites for certain success in definite terms, and at some- 
thing more than minimum levels. We would have expected that 
_ adequate governmental machinery would be established or at least 
_ provided for to guarantee the required mobilization of the nation’s re- 
‘sources to the assumed task. 

In the case of the democratic United States, once a definite goal 
-was laid before us in December 1941, the programming of mobilization 
went forward steadily, and by contrast with Japan and Germany, 
rapidly. Steps were taken to lay the foundations for the necessary 
administrative and economic organization. Our program and our 
organization remained flexible, changing as circumstances demanded: 
But the story of the preceding chapters is one of movement—some- 
times hesitant and uncertain but from the long point of view, definitely, 
constantly, and successfully—towards fuller and fuller devotion to 
our military objectives. We did not know how much victory might 
require; we found it difficult to learn to think in the magnitudes in- 
volved, but over the long run as a Nation we were not inclined to 
underestimate. 

Long before they entered the war, both Germany and Japan had 
developed administrative machinery designed to expand their economic 
' capacity, particularly that which was useful in war. Such machinery 
-was established within the framework of sharply limited objectives as 
well as available resources. In the case of Germany, it is clear that 
the organizational and administrative problems of war were under- 
estimated. No thought was given to the possibility that the existing 
machinery might prove inadequate. As the requirements of the war 
mounted beyond the ability of the established governmental machinery 
to handle, it displayed marked inflexibility and resistance to change 
—the typical marks of senile bureaucracy. The situation in Japan 
was perhaps even worse. The task of war preparations was thrown 
upon the existing administrative establishment, only very slightly 
modified to meet new demands. The Japanese government found it 
even more difficult to secure the adaptability of administrative ar- 
rangements and policies required by war. Both nations entered 
upon war with the United States with few adjustments in administra- 
_ tive organization. When military reverses forced upon them con- 
sideration of tighter mobilization, both were forced to improvisation. 
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They experienced sharp internecine conflicts from which they suffered 
damaging delays. 

Within a matter of months after Pearl Harbor, a civilian administra- 
tive branch of the American Government was charged with the re- 
sponsibility of coordinating the demands of the military branches, 
Lend-Lease, and the civilian economy upon the Nation’s industrial 
capacity. Its progress in securing such coordination was slow, hesitant 
and beset with obstacles. But the problem to be solved had been 
foreseen and the preliminary steps in developing a program that was 
to prove adequate had been taken with speed and dispatch. The 
difficulties and delays that were overcome, and the methods of executing 
the program and the results attained have been described in preceding 
chapters. 

Prior to February 1942, Germany had no similar organization. 
Each of the three military branches was independently pressing its 
claims upon the nation’s productive resources ; protection of the 
civilian economy was a function of a fourth agency. The result was 
overlapping of orders, constant shifting of emphasis from one item 
to another, leakage of scarce materials into less essential uses, lack 
of interchangeability of products between the services, an inability 
to assure the production of most needed commodities first. These 
were wastes and inefficiencies that could not be tolerated when 
absolute capacity production became essential to the continued 
existence of the regime. 

To correct such difficulties and to secure maximum volume of out- 
put of munitions finally seen as urgently needed, an Armaments 
Ministry was established early in 1943. Under the direction of 
Albert Speer, munitions output was substantially increased in 1943 
and 1944, Since many segments of German industry were backward 
in the art of mass production, technical rationalization, such as sim- 
plication of design and standardization of products, was the source of 
much of the increase. Speer’s method was that of expediting now 
one and then another program; now tanks, then aircraft, and at an- 
other time, artillery. The total gain was thus concentrated in 
particular items. No over-all or comprehensive program was ever 
developed. In fact not until 1944 was urcraft, the largest single 
segment of the German munitions program, brought under the control 
of the Armaments Ministry. In consequence, component shortages 
and imbalance in supplies continually plagued the Nazi war effort. 

The failure to prepare military clothing supplies against the possi- 
bility of delay in the timetable in Russia in 1940 is well known. Such 
failures plagued the Nazis throughout the war. Thus, a very large 
tank program undertaken in 1943 failed of its objective because of the 
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failure to synchronize it with the over-all program and the consequent 
lack of components. There was persistent confusion as to the rela- 
tive needs for fighter as compared with bomber aircraft. The lack of 
programming became clearly evident in the middle of 1944 when 
substantial resources continued to go into aircraft production despite 
the rapidly increasing shortage in petroleum fuels. Among other © 
failures in programming were those in ammunition which after the 
battle of Moscow were in the aggregate very short. 

The expansion of armaments production which followed from the 
efforts of the Armaments Ministry after 1942 were very largely a 
measure of the previously relatively low level of production of indi- 
vidual industries rather than a measure of the nation’s fully mobilized 
industrial potential. Aside from the lack of foresight and the pro- 
gramming defects, two of the more important causes for the failure 
of German production to reach higher levels may be cited. Long 
after it was apparent that steel supplies were short relative to the total 
need for munitions, the Government failed adequately to allocate 
this basic material. Until late 1942, steel allocation machinery was 
very primitive and it never was sufficiently well developed to prevent 
steel from going into less essential items or to restrict the accumula- 
tion of large inventories in the hands of private industrial firms. Of 
the same nature was the failure of the Nazis efficiently to utilize man- 
power. Labor and production controls were never integrated in the 
German war economy. There was at no time a synchronization of 
the activities of the three principal claimants on the available labor— 
the military, the munitions industries, and the civilian industries. 
The indiscriminate drafting of skilled and specialized labor into the 
armed services was a particularly damaging factor. 

In the case of Japan, the measures that had been employed to 
make Pearl Harbor and the South Pacific conquests possible were 
relied upon until the end of 1942. During this time there was no 
expansion in the scale of economic planning and no significant shift 
in administrative organization. War responsibilities were exercised 
by the individual ministries of the Government, particularly by the 
Army and the Navy Ministries. No adequate coordinating function 
was performed, either within the Cabinet or elsewhere. The execution 
of production programs was the responsibility of the Industry Control 
Association which was headed by the executives of the great Japanese 
monopolies and cartels. The looseness of this orgnization and its 
inability to direct full efforts to the expanded war needs was recog- 
nized in late 1942. Almost a year passed, however, before Japan 
succeeded in establishing administrative machinery intended to co- 
ordinate demands and to secure full mobilization. But the great 
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monopolies retained their positions, the Army and Navy remained 
to a large degree independent, and no single effective authority con- 
trolling the allocation of materials was ever established. 

The programming deficiencies were equally, if not even more, 
striking. The economic life of the home islands of Japan was en- 
tirely dependent upon shipping not only for supplies of industrial 
raw materials but also for a significant portion of the nation’s food 
supplies. Any benefit the expansionists could hope to derive from 
conquest, especially in strengthening her war potential, depended upon 
adequate shipping. Control of the seas was the cornerstone of her 
policies and programs. Even before the war, Japan did not possess 
under her own flag an adequate merchant fleet. Despite this obvious 
vulnerability, no adequate shipbuilding program was prepared. 
Although shipbuilding was on a relatively large scale during the latter 
thirties, new tonnage in 1941 was lower than in any year since 1935 
while in 1942 it was well below 1940. Though the Japanese Navy 
was utterly dependent upon overseas sources of oil and though the 
nation was particularly deficient in tankers, there was no tanker- 
building program prior to 1943. 

Other areas of deficient programming may be mentioned, particu- 
larly the failure—in what was otherwise an elaborate stockpiling 
program—to accumulate certain raw materials. It proved necessary 
in 1944 to reserve rubber for aircraft use while steel alloy metals were 
in inadequate supply. The failure of Japan to develop a synthetic oil 
industry or an aluminum-shale industry was not a deficiency in her 
programming as much as it was evidence of the fact that she staked 
everything on her control of overseas resources and that she was 
unable to provide reserve sources of supply. 

These broad illustrations, which can be multiplied in detail, suggest 
a fundamental generalization: that programming in a democracy 
such as that of the United States, while it may seem slower and more 
argumentative, results in a sounder course of action. There was 
within the Axis countries no effective public check on the soundness 
of the analysis of the problems that were faced or the programs that 
were required. The principle of dictatorial or oligarchital rule pro- 
vided no legitimate opportunity to attain the ultimate advantages 
that come from a thorough thrashing out of problems. In the United 
States the resistance of self-interested groups to the sacrifices en- 
tailed in war mobilization could be fairly quickly broken down by 
publicity. There was constant, step-by-step discussion of programs 
and their execution. In this continuing examination, Congress and 
the public as well as administrative officials participated. While 
errors were made, they were neither so numerous nor so long main- 
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tained, and hence, not as serious, as the errors made by the Axis 
Governments. 


Execution of the Program 


If programming must be balanced, flexible, effective, adequate, and 
coordinated, execution must be equally so. In an operation as com- 
plicated as modern war, the whole business breaks down if an im- 
portant element in plan, program, or execution fails of proper 


performance. 


No direct comparison between the execution of our mobilization 
program and that of Germany or Japan is possible. Germany failed 
to see the necessity of maximum mobilization until early in 1943. 
When she did undertake to secure all-out production, her plans were 
inadequate, and bomb damage proved a major handicap in carrying 
out her program. Like Germany, Japan saw no need for full mobiliza- 
tion until late—until after Gaudalcanal in late 1942. Guadalcanal 
meant that her outer defensive zone had been penetrated and from 
that time on our submarine and aircraft attacks on her shipping 
were so successful as seriously to interfere with her efforts to expand 
production. It is nevertheless possible to point out some significant 
Axis shortcomings. 

When in late 1942 and early 1943 fs Axis countries were forced 
to a realization of their needs, they programmed sharp increases in 
production and sought administrative reorganization and economic 
tightening to attain it. Both countries pushed production upwards 
to reach peaks in 1944, peaks which were about three times their 
1941 rate of output. In the case of the United States, we programmed 
production to the maximum possible beginning early in 1942. We 
achieved a fourfold increase in 1942 and reached in 1944 a peak ten 
times our 1941 level. The significant comparison is not so much the 
higher level reached by the United States, but the sustained speed 
with which we moved to it. We could have programmed for even 
higher levels in succeeding years had there been the need. 

There is no support in such data for any argument for the superiority 
of autocratic methods of programming or executing a war plan. What 
military superiority the Axis possessed lay in their established semi- 
mobilized organizations and in their stocks. It was a superiority as 
limited as those inventories. Their production record clearly reflects 
the delay in their analysis of their needs; examination of their pro- 
gramming and execution will suggest fiat they were far from full 
efficiency in such matters also. 

Once a program was established, the task of execution was that of 
maximizing a balanced flow of military products by efficient utiliza- 
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tion of all available capital equipment, manpower, and raw materials, 
It is important to remember that the relative utilization of resources 
which obtains in the normal production of civilian-type commodities 
does not necessarily apply to the production of military necessities. 
A brief examination of comparative experiences with these factors is 
of interest. 

Germany apparently enjoyed a general abundance of capital 
facilities, and suffered no stringency in this respect. There were a 
few notable exceptions to the generally easy situation, particularly in 
the synthetic oil and chemical industries, which were bottlenecks 
from the beginning, and the electric power system which was strained 
throughout most of the war. The German munitions industries gen- 
erally, however, worked on a single shift throughout the war even after 
the all-out drive for production began in 1943. This compared with 
the United States where double-‘and triple-shift operations of facilities 
were very common. The German aircraft engine industry worked 
double shifts though the airframe capacity was sufficiently large to 
permit one-shift operation. 

In the case of manpower, it is of interest to note that women were 
not mobilized, domestic service was reduced but slightly, and em- 
ployment in civilian industries was largely maintained until late in 
the war. In each case the opposite was true in the United States. 
Hours worked per day were little greater than in this country. Ger- 
man civilian employment actually declined by 3.5 million, the result 
of withdrawals into the armed forces not sufficiently offset by the 
introduction of 7 million foreign laborers and prisoners of war. 

The German situation was somewhat tighter in the case of raw 
materials, From their own point of view, steel supplies formed the 
basis for all war programming and were believed to be the limiting 
factor in their armament program. The fact was, however, that 
even in the peak production year of 1944 the steel supply was entirely 
adequate. This resulted, however, from the lack of a comprehensive 
over-all production program and also from a loose allocation system 
and not from an abundance of steel or lack of demand. By way of 
contrast, steel supply in the United States was always tight. Though 
large quantities of steel found their way to the civilian economy in 
Germany, the quantity available to the American civilian economy 
was throughout the war period at bed-rock minimum figures. 

The German situation in other commodities was generally favor- 
able, partly as a result of captured stocks and sources of supply, 
partly because of excellent execution of her conservation program. 
Her most vulnerable spot, as has been noted, lay in her supplies of 
liquid fuels. But her military strategy was adjusted to the available 
supply and these plans worked well until the debacle at Moscow. 
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The relatively easy situation of the German economy indicates 
that the Government failed in its efforts to achieve a balanced maxi- 
mum mobilization either in plan or in execution. Many factors con- 
tributed to this result. Fundamental was the analysis of the needs 
of the military ventures. The inadequacy of those plans was reflected 
also in a lack of concern with the necessity of securing all possible 
production from the economy and this in turn led to an unwillingness 
of special groups to relinquish advantageous positions to the common 
good. In consequence of the absence of over-all programming, 
execution of the German war program followed the method of expedit- 
ing now one item, then another. The situation was one of constant 
imbalance and hence of a smaller total then might have proven 
possible. 

The Japanese situation is not easily subjected to evaluation in this 
manner. The nation had not had before the war any extensive 
volume of excess or underutilized capacity, and a large volume of new 
facility construction was undertaken.’ Yet while facilities in some 
areas remained inadequate, stocks of scarce materials were wasted 
expanding industries in which there was already excess capacity. 
Even after aircraft production was ostensibly unified under the Muni- 
tions Ministry in 1943, the controls were ineffective and branches of 
the Army and Navy continued to requisition materials, tools, and 
plants from manufacturers to whom they had been assigned. Ac- 
counting practices were so poor that control agencies were never able 
properly to regulate the distribution of materials. Scarce commodi- 
ties leaked into the black market throughout the war. 

Materials were sometimes channeled into low priority industries 
because the only way to keep peace between the Army and Navy was 
to give each half of available supplies; real power rested in the hands 
of committees which seldom agreed to take definite action. The fact 
that Japan from an early date was forced to resort to conscription to 
staff her munitions industries indicates that she suffered from a labor 
shortage which was particularly acute in the case of skilled labor. 
Here again, the lack of planning was costly and the training program 
which was undertaken began at too late a date to constitute an im- 
portant contribution. But it was the narrow raw material base upon 
which the Japanese economy was built that was the crucial element. 
Efforts to broaden that base by the development of synthetic processes 
and the exploitation of low-grade resources were considered but not 
pushed. The Japanese economy in preparing for war could not afford 
to develop either the synthetic production of petroleum or the exploi- 
tation of low-grade sources of aluminum. In view of this fact, the 
failure to protect adequately overseas sources of supply, to secure 
maximum production of such material and maximum movement to the 
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home islands were the key factors in Japanese failure. Perhaps 


nothing is more illustrative of the Japanese approach to the war than 
the fact that the manufacture of submarine locating devices was given 
only a very low production priority in 1941 and 1942; not until 1943 
was their importance recognized. The Japanese war production peak 
in 1944 was attained by severe curtailment of the already low civilian 
standard of living, by the elimination of virtually all plant mainte- 
nance, and was well beyond the level which the raw material base 
could continue to supply. 

One thing that a dictatorial government should be able to do 
better than a democracy—and this theory stimulated considerable 
demand in this country for a production or war czar—is to eliminate 
the pressures from different parts of the Government or the Nation 
for special advantages for their interests. Here again the theory 
failed to work. Nazi Germany constantly suffered from internal 
conflicts. Among these may be mentioned the unwillingness of the 
German Air Forces to accept an over-all, integrated production pro- 
gram, the conflicts over manpower, and then over production of 
civilian goods. In Japan the conflict between the Army and Navy 
over resources, and the failure of these two organizations to share 
stocks or facilities were serious deterrents to maximum effort. In 
both countries, the governments were unable to secure the full sub- 
servience of business efforts to their war efforts. Both were forced 
to work through and compromise with the great business cartels. 
These organizations remained special interest groups, never whole- 
heartedly devoted to the war effort but always concerned with main- 
taining relative advantage. 


* * * * * 


These comparisons are obviously not complete or conclusive. 
They cannot be. Even this evidence shows, however, how the organ- 
ization and leadership of a free people operated in comparison with 
that of the dictatorships. The record dispels the notion that govern- 
ment in a time of stress is best conducted by autocrats. Our supe- 
riority in resources would have been of little significance without a 
parallel superiority in the ability to organize our efforts for the exploi- 
tation of these resources. Administrative personnel brought to the 
war agencies from business, from the colleges and universities, and 
from the permanent civil service demonstrated the existence of a 
reservoir of organizing talent superior to that of the dictatorships. 

In the determination of our goals, free discussion occasionally 
brought delays—even dangerous delays—yet open debate operated 
to bring error into the open where it could be seen and corrected. 
The continuation in time of war of the politics of democracy oceasion- 
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ally enabled the advocates of private group advantage to threaten the 
general good, yet the give-and-take of the democratic process pro- 
vided ways in which these tensions could be resolved before the war 
effort was seriously crippled. Our reluctance to establish even the 
semblance of autocratic rule may have been partly responsible for 
our constant struggle to coordinate or harmonize a mobilization effort 
made up of many separately operating parts, but problems of coordi- 
nation do not disappear even in an autocratic administration and we 
developed methods that produced effective end results. Finally, 
_ freedom of expression and the absence of severe restraints on civil 
liberties aided mightily in enlisting the energies and loyalties of the 
people in the creation and supplying of a great war machine. 

The record is one in which the American people can take pride. 
It was not without error, and while it contains much experience in 
administration that can profitably be studied, it does not contain a 
finished blueprint for governmental arrangements for future crises. 
It suggests, primarily, the strength of a free people, able and disposed 
to adjust their institutions and methods quickly to meet threats to 
their security. 
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The War Agencies of the Executive Branch of the Federal Government 
[Status as of Dec. 31, 1945] 


_ Apvisory Boarp on Just Compensation (WSA) 

Established by Executive Order No. 9387 of October 15, 1943. Reestab- 
lished for 60 days by Executive Order No. 9611 of September 10, 1945, and 
extended by Executive Order No. 9627 of September 24, 1945, to run for 
60 days. 


ALASKA War Councin 
Established by Executive Order No. 9181 of June 11, 1942. The Executive 
Order provides for its continuance as-long as title I of the First War Powers 
Act remains in force. 


AMERICAN COMMISSION FOR THE PROTECTION AND SALVAGE OF ARTISTIC AND 
Historic Monuments IN War AREAS 
Established June 23, 1943, by the Secretary of State with the President’s 
approval. The 1946 appropriation for this agency requires the completion 
of its work by the close of the fiscal year 1946. 


ANGLO-AMERICAN CARIBBEAN COMMISSION 
Established March 2, 1942, by joint action of the United States and Great 
Britain and supported from State Department funds. 


Army SPECIALIST Corps 
Established by Executive Order No. 9078 of February 26, 1942. Abolished 
as separate organization on October 31, 1942, and merged into a central 
Officer Procurement Service. 


Boarp oF Economic WARFARE 
Established as Economie Defense Board by Executive Order No. 8839 of 
July 30, 1941. Name changed to Board of Economic Warfare by Executive 
Order No. 8982 of December 17, 1941. Terminated by Executive Order No. 
9361 of July 15, 1943, and functions transferred to Office of Economic War- 


fare. 


Boarp or WAR COMMUNICATIONS 
Established as the Defense Communications Board by Executive Order 
No. 8546 of September 24, 1940. Name changed to Board of War Com- 
munications by Executive Order No. 91838 of June 15, 1942. 


BritisH-AMERICAN Joint Parent INTERCHANGE COMMITTEE 
Established pursuant to article XIII of the Executive Agreement Series 
268 (British-American Patent Interchange Agreement) as a result of an 
interchange of notes between the two governments. The agreement was 


effective as of January 1, 1942. 
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Careoks, Inc. (FEA) 
Organized October 30, 1941, under Stock Corporation Law of the State of 
New York, originally named Ships, Inc. Placed under jurisdiction of Office of 
Lend-Lease Administration, June 17, 1942, and later placed under jurisdiction 
of Foreign Economic Administration by Executive Order 9380 of September 
25,1943. Has been dissolved. 


CrensorsHIp: Poticy Boarp 


Established by Executive Order No. 8985, of December 19, 1941. Tere 
minated by Executive Order No. 9631 of September 28, 1945, 


CENTRAL ADMINISTRATIVE SeRvIcEs (OEM) 
Established in Offices for Emergency Management pursuant to a letter 
of the President dated February 28, 1941. Terminated by Executive Order 
No. 9471 of August 25, 1944. Functions transferred to various agencies; the 
residual fiscal functions transferred to Treasury Department for liquidation, 


Criyit Arr Parrot (OCD) 
Established in Office of Civilian Defense under authority of Executive 
Order No. 8757, May 20, 1941, as amended by Executive Order No. 9134, 


April 15, 1942. Transferred to War Department to be administered under 
direction of the Secretary by Executive Order No. 9339, April 29, 1943. 


Crv1LIAN PropuctTion ADMINISTRATION 


Established by Executive Order No. 9638 of October 4, 1945, to succeed 
the War Production Board. 


Coat Mines ADMINISTRATION (INTERIOR) 
Established July 27, 1943, by Administrative Order No. 1847 issued by 
the Secretary of the Interior under authority of Executive Order No. 9340 
of May 1, 1943. Terminated by Administrative Orders Nos. 1977 and 1982 
of the Secretary of the Interior which transferred functions to the Solid 
Fuels Administration for War effective September 15, 1944, 
CoLoniaL Mica Corporation 


Incorporated April 17, 1942, acting as an agent of the Reconstruction 
Finance Corporation. 


ComBINED Curers or Srarr—Unirep Stares AND GREAT BRITAIN 
Established as a result of discussions starting on December 23, 1941, 
between the Prime Minister of Great Britain and the President of the United 
States. Organization announced by the War Department on February 6, 1942. 
CoMBINED Foop Boarp 


Established June 9, 1942, by authority of the President and the Prime 
Minister of Great Britain. Termination effective June 30, 1946, by joint 
statement of December 10, 1945, by the President and Prime Minister. 


ComBINED Propuction anp REsouRcES Boarp 


Established June 9, 1942, by the President and the Prime Minister of 
Great Britain. Terminated effective December 31, 1945, by a joint state- 
ment of December 10, 1945, by the President and the Prime Minister, 

ComBINED Raw Mareriats Boarp 
Established January 26, 1942, by the President and the Prime Minister of 


Great Britain. Terminated effective December 31, 1945, by a joint state- 
meat of December 10, 1945, by the President and the Prime Minister. 
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ComBInED Supping ADJusTMENT Boarp 
Established January 26, 1942, by the President and the Prime Minister of 
Great Britain. This agency became the United Maritime Authority in 
August 1944, and extended membership to other maritime countries. 


- ComMITTEE FoR ConGESTED Propuction AREAS 

Established by Executive Order No. 9327 of April 7, 1943. Liquidation 
provided for by Congress under Act of June 28, 1944 (58 Stat. 535). Termi- 
nation effective December 31, 1944. 


CoMMITTEE ON Farr EMPLOYMENT PRACTICE 


Established by Executive Order No. 8802 of June 25, 1941, as amended by 
Executive Order No. 9346, May 27, 1943. 


CommiTTEE ON PuysicaL Firness (FSA) 
Established in the Office of Civilian Defense early in 1942 and later trans- 
ferred to the Office of Defense Health and Welfare Services on April 15, 1942, 
as authorized by the President on February 26, 1944, This agency was ter- 
minated on June 30, 1945, because of failure to receive appropriations beyond 
that date. 


CoMMITTEE ON ReEcorpDs oF War ADMINISTRATION 


Established by the Director of the Bureau of the Budget in March 1942, 
at the suggestion of the President. 


CooRDINATOR OF GOVERNMENT FILMS 
Established December 18, 1941, by Presidential letter of that date which 
ordered Director of Office of Government Reports to act as Coordinator of 
Government Films. Transferred to Office of War Information by Executive 
Order No. 9182, June 13, 1942. 


CooRDINATOR OF INFORMATION 
Established by Presidential order of July 11, 1941. Functions divided 
between the Office of Strategic Services and Office of War Information on June 
13, 1942, by Military order and Executive Order No. 9182 of same date. 


CorreR REcoveRY CoRPORATION (RFC—MeErats RESERVE) 
Incorporated at the request of Metals Reserve Company on April 21, 1942, 
under the laws of the State of Delaware to act as agent of Metals Reserve 
Company. This corporation has been liquidated. 


DEFENSE COMMUNICATIONS BOARD 
Established by Executive Order No. 8546 of September 24, 1940. Name 
changed to Board of War Communications by Executive Order No. 9183 of 
June 15, 1942. 


DerensE Homes Corporation (NHA) 

Incorporated pursuant to letter of the President to the Secretary of the 
Treasury on October 18, 1940. Transferred to the Federal Public Housing 
Authority by Executive Order No. 9070 of February 24, 1942, This corpo- 
ration was in liquidation as of the end of 1945. 


Drerense Hovsina Coorpinator (NDAC) 
Established by the National Defense Advisory Commission July 21, 1940. 
Transferred to Division of Defense Housing Coordination by Executive 
Order No. 8632 of January 11, 1941. 
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Derense PLANT Corporation (RFC) 


Incorporated August 22, 1940. Dissolved July 1, 1945, by Public Law 
109, Seventy-ninth Congress. 


Derense Resources CoMMITTEE 
Established June 15, 1940, by the Secretary of Interior, Administrative 
Order No. 1497. Replaced by the War Resources Council by Administrative 
Order No. 1636, January 14, 1942. 


D2rense SUPPLIES CoRPORATION (RFC) 2 


Incorporated August 29, 1940. Dissolved July 1, 1945, by Public Law 
109, Seventy-ninth Congress. 


Division oF Drerenss Ain Reports (OEM) 
Established by Executive Order No. 8751 of May 2, 1941. Abolished by 
Executive Order No. 8926 of October 28, 1941, which created the Office of 
Lend-Lease Administration. 


Division or Derense Houstne Coorpination (OEM) 

Established by Executive Order No. 8632 of January 11,1941. Functions 
transferred to National Housing Agency by Executive Order No. 9070 of 
February 24, 1942. 

Diviston or InrormaTion (OEM) 


Established by Presidential letter February 28, 1941. Abolished by 
Executive Order No. 9182, June 13, 1942, and functions transferred to OWI. 


Economic Drrensrt Boarp 
See Board of Economic Warfare 


Foop Distripution ADMINISTRATION (AGRICULTURE) 


Established by Executive Order No. 9280 of December 5, 1942. Con- 
solidated with other agencies into Administration of Food Production and 
Distribution by Executive Order No. 9322 of March 26, 1943. Consolidated 
into War Food Administration by Executive Order No. 9334 of April 19, 1943. 


Foop Propvucrion ADMINISTRATION (AGRICULTURE) 


Established by Executive Order No. 9280 of December 5, 1942. Con- 
solidated with other agencies into Administration of Food Production and 
Distribution by Executive Order No. 9322 of March 26, 1943. Consolidated 
into War Food Administration by Executive Order No. 9334 of April 19, 1943. 


ForniaN Broapcast INTELLIGENCE SERVICE (FCC) 


Established February 19, 1941, in the Federal Communications Com- 
mission. Public Law 49, Seventy-pinth Congress terminated this activity 
in the FCC 60 days after the Japanese armistice. The activity was tempo- 
rarily taken up by the War Department, however, which took over facilities 
and personnel formerly with FCC, 

Forrran Economic ADMINISTRATION (OEM) 


Established by Executive Order No. 9380 of September 25, 1943. Execu- 
tive Order No. 9630 of September 27, 1945, terminated the agency and trans- 
ferred its functions as follows: 

(a) To State Department—the activities relating to lend lease, 
United Nations relief and rehabilitation, liberated areas supply and 
procurement, planning for control of occupied territories, and foreign 
economic and commercial reporting. 
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(b) To RFC— United States Commercial Company, Rubber Develop- 
ment Corporation, and Petroleum Reserves Corporation. 
(c) To Agriculture—the Office of Foreign Food Programs and all 
other food activities. 
(d) To Commerc2—all other activities of the agency. 
’ Forgign Funps Controu (TREASURY) 

Established by the Treasury Department, September 22, 1942, to carry 

out the provisions of Executive Orders Nos. 8389 and 9095. 
GOVERNMENT INFORMATION SERVICE (BuDGET) 

Established as the Office of Government Reports on July 1, 1939, to per- 
form functions formerly exercised by the National Emergency Council. Its 
functions were transferred and consolidated into the Office of War Informa- 
tion by Executive Order No. 9182 of June 13, 1942. Subsequently they were 


transferred under the name, Government Information Service, to the Bureau 
of the Budget by Executive Order No. 9608, effective August 31, 1945. 


INSTITUTE OF INTER-AMERICAN AFrarrs (OJAA) 
See OIAA. 


INSTITUTE OF INTER-AMERICAN TRANSPORTATION (OIAA) 
See OIAA. 


INTER-AMERICAN DEFENSE BOARD 

Established in accordance with Resolution XXXXIX of the nieeting of 
the Foreign Ministers at Rio de Janeiro in January 1942. Resolution IV 
adopted by all American Republics at the Inter-American Conference on 
Problems of War and Peace, Mexico City, February 1945, states that the 
Inter-American Defense Board would be continued until the establishment 
of a permanent body created for the study and solution of problems affecting 
the western hemisphere. 


_ Inter-AmeErRIcAN Epucationat Founpation, Inc. (OIJAA) 
See OJAA. 


INTER-AMERICAN FINANCIAL AND Economic Apvisory COMMITTEE 
Established on November 15, 1939. 


IntTER-AMERICAN NAVIGATION CORPORATION (OIAA) 
See OIAA. 


INTERDEPARTMENTAL COMMITTEE FOR COORDINATION OF ForREIGN AND Do- 
mEsTIC Minitary PURCHASES 
Established by Presidential letter of December 6, 1939. Dissolved by 
Presidential letter of April 14, 1941, upon establishment of Division of De- 
fense Aid Reports. 


INTERDEPARTMENTAL COMMITTEE TO CONSIDER CASES OF SUBVERSIVE ACTIVI- 
TIES ON THE ParT OF FEDERAL EMPLOYEES 
Established February 5, 1948, by Executive Order No. 9300. 


INTERDEPARTMENTAL COMMITTEE FOR THE VOLUNTARY Pay-Rouu SAVINGS 
PLAN FOR THE PurRcHASE OF WAR Bonps 
Established by Executive Order No. 9135, April 16, 1942. 
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InTERIM INTERNATIONAL INFORMATION SERVICE (STATE) 
Established by Executive Order No. 9608 of August 31, 1945. Abolished 
December 31, 1945, under section 3 (a) of Executive Order No. 9608. 
Inrerim RESEARCH AND INTELLIGENCE SERvIcE (STATE) 


Established by Executive Crder No. 9621 of September 20, 1945. Abol- 
ished December 31, 1945, under section 2 of Executive Order No. 9621. 


Jornr ArRcRAFT. COMMITTEE 
Established September 13, 1940, for the purpose of scheduling the delivery 
of and allocating the capacity for aircraft and aircraft components of all 
customers: Army, Navy, British, ete. It was dissolved October 1, 1945. 


Jornt Brazit-UniTED SratEs DEFENSE COMMISSION 
Established in August 1942. 
Jormnt CHIEFS OF STAFF 
Established December 1941 by instructions from the President. 


Jornr Contract TERMINATION Boarp 
OWMR established this Board by memorandum on November 12, 1943. 
It was dissolved and superseded by the Contract Settlement Advisory 
Board which was established by the Contract Settlement Act of 1944. 


Joint Economic CoMMITTEES—UNITED STATES AND CANADA 


Established by the United States and Canada on June 17, 1941, to assist 


in the collaboration of the two countries in the utilization of their combined 
resources for the requirements of the war. Dissolved by agreement of the 
two governments as announced by the State Department on March 14, 1944. 
Joint Mrxican-UnitEep Stares DEreNsk COMMISSION 
Established February 27, 1942, by authority of Executive Order No. 9080, 


Joint War PropuctTion CoMMITTER— UNITED STaTas AND CANADA 
Established on November 5, 1941, as the Joint Defense Production Com- 
mittee, and the name was later changed to the Joint War Production Com- 
mittee. 


MANAGEMENT Lasor Poticy CoMMITTEE (LABOR) 
Established by Executive Order No. 9279, December 5, 1942. 


MaterraAL CoorpinaTiIna CoMMITTER— UNITED STATES AND CANADA 
Established on May 14, 1941. Terminated early in 1946. 


Mepaut ror Mprit Boarp 


Established by Executive Order No. 9331, April 19, 1943, and reconsti« 
tuted by Executive Order No. 9637, October 3, 1945. 


Meraus Reserve Company (RFC) 


Incorporated June 28, 1940. Dissolved July 1, 1945, by Public Law 109; 
Seventy-ninth Congress. 


Monitrons ASSIGNMENT Boarp 
Established January 26, 1942, by the President and Prime Minister of 
Great Britain. Terminated by the Combined Chiefs of Staff (CCS 19/3), 
November 8, 1945, with the approval of the President and the Prime Min- 
ister. 
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NaTIONAL DEFENSE ADVISORY COMMISSION 


Established on May 29, 1940, by Presidential approval of a regulation 
of the Council of National Defense pursuant to Section 2 of the Act of August 
29, 1916 (39 Stat. 649). The following divisions were established in NDAC. 
Each division under the cognizance of an Adviser. 

(a) Industrial Production Division—transferred to OPM and sub- 
sequently to WPB. 

(6) Industrial Materials Division—transferred to OPM and sub- 
sequently to WPB. . 

(c) Employment Division—transferred to OPM, then to WPB, and 
finally to WMC. , 

(d) Farm Products Division—transferred to Office of Agricultural 
Defense Relations, later to Office for Agriculture] War Relations. 

(e) Price Stabilization Division—transferred to Office of Price Ad- 
ministration and Civilian Supply, later OPA. 

(f) Transportation Division—transferred to ODT. 

(g) Consumer Division—transferred to OPACS, later WPB. 

(hk) Division of State and Local Cooperation transferred to Office of 

Civilian Defense when that agency was established. 


NatTioNaL DEFENSE MEDIATION Boarp 
Established by Executive Order No. 8716 of March 19, 1941. Ceased to 
exist upon creation of National War Labor Board created by Executive 
Order No. 9017, of January 12, 1942. 


Nationat Housine AcENcy (OEM) 
Established by Executive Order No. 9070, February 24, 1942. 


NATIONAL INVENTOR’S CouNcu, 


Established in August 1940, by the Secretary of Commerce with the con- 
currence of the President. 


Namonat Monirions Controt Boarp 


Established pursuant to the Neutrality Acts of 1935 and 1939 (54 Stat. 10, 
11, 12; 22 USC 4652), 


NatTionaL Patent PLANNING COMMISSION (COMMERCE) 
Established by Executive Order No. 8977, of December 12, 1941. 


NatronaL Ramway Lasor Panev (NATIONAL MeEpDIATION Boarp) 
Established by Executive Order No. 9172, of May 22, 1942, 


NationaL RostER oF SCIENTIFIC AND SPECIALIZED PERSONNEL (LABOR) 
Established on June 28, 1940, by a letter of authorization from the Presi- 
dent ‘to the National Resources Planning Board. Organizationally and 
administratively the Roster was at that time made a part of the United 
States Civil Service Commission by cooperative agreement between the 
Commission and the National Resources Planning Board. By Executive 
Order No. 9139, dated April 18, 1942, the Roster and its functions were 
transferred to the War Manpower Commission and by Executive Order No. 
9617, September 19, 1945, transferred to the Department of Labor where it 

now operates as a Division of the United States Employment Service. 


NATIONAL WAGE STABILIZATION Boarp (LABOR) 
Established by Executive Order No. 9672, of December 31, 1945, to con- 
tinue wage stabilization functions of the National War Labor Board, 


528 The United States at War 


NationaL War Lasor Boarp 
Established by Executive Order No. 9017, of January 12, 1942. Abolished 
by Executive Order No. 9672, December 31, 1945, which established the 
National Wage Stabilization Board. 


OFrFICcE FoR AGRICULTURAL WAR RELATIONS 
See Office of Agricuitural Defense Relations below. 


OFFICE FoR CooRDINATION oF NaTIONAL DEFENSE PurcHASES (NDAC) 


Established by order of Council of National Defense, June 27, 1940. 
Terminatei January 7, 1941. 


Orrice ror EmMpercency MANAGEMENT 


Established on May 25, 1940, by administrative order of the President, 
pursuant to Executive Order No. 8248, dated September 8, 1939. 


OrricE oF AGRICULTURAL DEFENSE RELATIONS 

Established May 17, 1941, by Secretary of Agriculture Memorandum No. 
905, issued pursuant to a letter from the President to the Secretary of Agri- 
culture dated May 5, 1941. The name was changed to Office of Agriculture 
War Relations, it being thus referred to in the First Supplemental National 
Defense Act, 1943, approved July 25, 1942. The OAWR was abolished by 
consolidation into the Food Distribution Administration pursuant to Execu- 
tive Order No. 9280, dated December 5, 1942. 


Orrick or ALIEN PrRopERTY CusTopIAN (OEM) 
Established by Executive Order No. 9095 of March 11, 1942. 


Orrick or ArMy-Navy LiquipaTon CoMMISSIONER 


Established pursuant to War Department Memorandum No. 850-45, 
dated January 27, 1945, and the letter of the Secretary of the Navy, dated 
February 1, 1945. It was abolished by Executive Order No. 9630, September 
27, 1945, and its remaining functions were transferred to the Department of 
State. 


OFFICE OF CENSORSHIP 
Established by Executive Order No. 8985, of December 19, 1941. Termi- 
nated by Executive Order No. 9631, of September 28, 1945, effective Novem- 
ber 15, 1945. 
Orricr or Crvini1AN Direnss (OEM) 
Established by Executive Order No. 8757, of May 20, 1941. Terminated 
by Executive Order No. 9562, of June 4, 1945. 
Orricre or Communiry War Services (FSA) 
Established by Executive Order No. 9338, of April 29, 1948. 
Orrice or Contract Serrtement (OWMR) 
Established by the Contract Settlement Act of 1944. 
Orricy or Coorpinstor or InrwR-AMERICAN AFFAIRS (OEM) 


Originally established on August 16, 1940, by NDAC as the Office of 
Coordination of Commercial and Cultural Relations between the American 
Republics. This Office was transferred to the Office of the Coordinator of 
Inter-American Affairs when it was established by Executive Order No. 


8840 of July 30, 1941. Name changed to Office of Inter-American Affairs by 
Executive Order No. 9532, March 23, 1945. 
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Orrice or Drerensr HEALTH AND WELFARE SERVICE 
Established by Executive Order No. 8890, of September 3, 1941. Abol- 
ished by Executive Order No. 9338, of April 23, 1943. Functions transferred 
to Office of Community War Services. 


_ Orricr or Drrense Transportation (OEM) 


Established by Executive Order No. 8989, of December 18, 1941, 


Orrice or Economic SraBinizATION 
Established by Executive Order No. 9250, of October 3, 1942. Abolished 
by Executive Order No. 9620, of September 20, 1945; the functions were 
transferred to the Office of Stabilization Administration of the Office of War 
Mobilization and Reconversion. 


Orricr or Economic Warrare (OEM) 
Established by Executive Order No. 9361, of July 15, 1943. Consolidated 
with Foreign Economic Administration by Executive Order No. 9380, of 
September 25, 1943. 


Orricre or Export ContTRou 
Established July 2, 1940, by Presidential Proclamation No. 2413 pursuant 
to Public Law 703, Seventy-sixth Congress. Executive Order No. 8900, Sep- 
tember 15, 1941, transferred functions to the Economic Defense Board. 


Orrice or Facts anp Figures 
Established by Executive Order No. 8922, of October 24, 1941. Trans- 
ferred and consolidated into Office of War Information by Executive Order 
No. 9182, of June 13, 1942. 


OrFice or FisHery CooRDINATION (INTERIOR) 
Established by Executive Order No. 9204, of July 21, 1942. Terminated 
by Executive Order No. 9649, of October 29, 1945. 


OFFICE OF GOVERNMENT REPORTS 
See Government Information Service 


Orricre oF INTER-AMERICAN AFFAIRS 
Established by Executive Order No. 9532, of March 28, 1945. Some 
functions were transferred to State by Executive Order No. 9608, August 31, 
1945. 


Orrice oF Lenp-LeAsk ADMINISTRATION (OEM) 
Established by Executive Order No. 8926 of October 28, 1941, Consoli- 
dated into Foreign Economic Administration by Executive Order No. 9380, 
of September 25, 1943. 


Orrice or Mrercuant Suie Contrrout (Coast Guarp) 

Established on June 28, 1940, by regulations issued by the Secretary of 
the Treasury to carry out the provisions of a Presidential proclamation, 
dated June 27, 1940. The Office was abolished on January 20, 1942, by 
order of the Commandant of the Coast Guard. 


OrFicE oF PerrRoLEUM CooRDINATOR FOR NATIONAL DEFENSE 


Established by Presidential letter of May 28, 1941. Terminated on the 
establishment of the Petroleum Administration for War. 
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OrricE oF Prich ADMINISTRATION 
Established as Office of Price Administration and Civilian Supply (OEM) 
by Executive Order No. 8734, April 11, 1941. Name and functions changed 
to Office of Price Administration by Executive Order No. 8875, August 28, 
1941. The Emergency Price Control Act of 1942, January 30, 1942, es- 
tablished OPA as an independent agency. 


Orricr oF Prick ADMINISTRATION AND CIVILIAN Suppty (OEM) 
Established by Executive Order No. 8734, of April 11, 1941. Name 
changed to Office of Price Administration by Executive Order No. 8875, 
August 28, 1941. Civilian Supply functions were transferred to OPM. 


OrricE or PropucTion ManaGeMENT (OEM) 
Established by Executive Order No. 8629 of January 7, 1941. Abolished 


by Executive Order No. 9040 of January 24, 1942. Functions, personnel, 
ete. transferred to War Production Board. 


Orriczr oF PRODUCTION RESEARCH AND DEVELOPMENT (WPB) 


Established as a constitutent agency of WPB by its General Administrative 
Order, 2-66, effective November 23, 1942. 


Orrice or ScIENTIFIC RESEARCH AND DEVELOPMENT (OEM) 
Established by Executive Order No. 8807, of June 28, 1941. 


Orrics oF Souip FuELS CoorRDINATOR FOR NATIONAL DEFENSE 


Established by Presidential letter November 5, 1941. Terminated on 
establishment of SFAW. 


OFFICE OF STABILIZATION ADMINISTRATION (OW MR) 


Established pursuant to Executive Order No. 9620, dated September 20, 
1945, which terminated the Office of Economic Stabilization created by 
Executive Order 9250. October 3, 1942. 


OFFICE oF STRATEGIC SERVICES 


Established by Military Order of June 18, 1942. Terminated by Execu- 
tive Order No. 9621, effective October 1, 1945. Functions divided between 
State and War Departments. State created the position of Special Assistant 
to the Secretary of State, the Office of Research and Intelligence, and the 
Office of Intelligence Collection and Dissemination which on December 31 
took over those parts of the former OSS program that are to be included in 
the permanent intelligence program. Similarly, War created the Strategie 
Services Unit in the Office of the Assistant Secretary of War. 


Orrick or SurpLUS Property (Commmrcr) 


Established on October 16, 1942, in the Procurement Division of the 
Treasury Department as the Federal Property Utilization Branch. On 
August 11, 1944, name changed to Office of Surplus Property. Transferred 
to Department of Commerce effective May 1, 1945, by Executive Order No. 
9541, of April 19, 1945. Transferred to Reconstruction Finance Corpora- 
tion by Executive Order No. 9643, effective November 5, 1945. 


Orrich or War InrormatTion (OEM) 


Established by Executive Order No. 9182, of June 13, 1942. Its liquida- 
tion was provided for by Executive Order No. 9608, August 31, 1945, which 
transferred the foreign information functions to State Department and cer- 
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tain domestic functions to the Bureau of the Budget. The State Depart- 
ment created the Office of International Information and Cultural Affairs, 
which on December 31 took over those OWI and OIAA informational activi- 
ties that are to be included in the permanent foreign informational program. 


_ OFFICE or War Mopsiuization 


Established by Executive Order No. 9347, of May 27, 1943. Functions, 
personnel, funds, and property transferred to Office of War Mobilization and 
Reconversion (which was established by Congress under Act of October 3, 
1944, 58 Stat. 785) by Executive Order No. 9488, of October 3, 1944. 


Orrice oF War MoBILizaTION AND RECONVERSION 


Established by the War Mobilization Act of 1944 (50 USC A 1651). 


Paciric War Covuncin 
Established March 30, 1942, by Presidential action. The records of this 
Council were disposed of in September 1945. 
PETROLEUM ADMINISTRATION FOR WAR 
Established by Executive Order No. 9276, of December 2, 1942. 


PETROLEUM RESERVES CorporaTIoN (RFC) 


Established on June 30, 1943, by RFC. Successively transferred to Office 
of Economic Warfare, Foreign Economic Administration, and finally to 
RFC again. Renamed War Assets Corporation effective November 15, 
1945. 


PRENCINRADIO, Inc. (OIAA) 
See OIAA. 


PRESIDENT’s CoMMITTEE ON DEFERMENT oF FEDERAL EMPLOYEES 


Established by Executive Order No. 9309, of March 6, 1943. Public Law 
23, 78th Congress, provided that no deferment should be granted employees 
of the Executive Branch of the Federal Government unless they be in accord- 
ance with this Executive Order. 


PRESIDENT’Ss COMMITTEE ON War Reuipr AGENCIES 
See President’s War Relief Control Board. 


PRESIDENT’s Soviet Prorocot ComMITTEE 


Established by the President on October 30, 1942, by a memorandum to 
the heads of agencies concerned. Terminated on October 1, 1945. 


PRESIDENT’S War RELIEF ConTROL BoarpD 


Established by Executive Order No. 9205, of July 25, 1942, taking over 
the functions of the President’s Committee on War Relief Agencies. 


Prioritigs Boarp (NDAC) 
Established by order of the Council of National Defense, October 18, 1940. 
Terminated January 7, 1941. 


Pusiications Boarp (OWMR) 


Established in OWMR by Executive Order No. 9568, of June 8, 1945. 
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RECONSTRUCTION FINANCE CORPORATION 
Defense Plant Corporation. 
Defense Supplies Corporation. 
Metals Reserve Company. 

Rubber Reserve Company. 


Public Law 109, Seventy-ninth Congress, dissolved these four subsidiary 
corporations of RFC on July 1, 1945. The liquidation of the affairs of these 
corporations will be continued by the RFC through the agency of the Offices 
of Defense Plants, Defense Supplies, Metals Reserve, and Rubber Reserve. 

RETRAINING AND REEMPLOYMENT ADMINISTRATION (LABOR) 

An agency known as the Retraining and Reemployment Administration 
was established by Executive Order No. 9427, dated February 24, 1944, in 
the Office of War Mobilization. All records, property, funds, and personnel 
of this agency were transferred to the Retraining and Reemployment Admin- 
istration established by the War Mobilization and Reconversion Act of 
1944 by Executive Order No. 9488, October 3, 1944. The agency was 


transferred to the Department of Labor by Executive Order No. 9617, 
September 19, 1945. 


RvusBerR DEVELOPMENT CORPORATION 
Chartered November 1940, and commenced operations February 23, 1943. 


Ruspser RESERVE Company (RFC) 


Incorporated June 28, 1940. Dissolved July 1, 1945, by Public Law 109, 
Seventy-ninth Congress. 


Sauvary STABILIZATION Unit (TREASURY) 


Established in the Bureau of Internal Revenue by Treasury Decision 
5167, October 29, 1942, to administer the provisions of regulations prescribed 
by the Economie Stabilization Director. 


SELECTIVE SERVICE SysTEM 


Established pursuant to the Selective Training and Service Act of 1940. 
Originally a separate agency, it was placed under the War Manpower Com- 
mission by Executive Order No. 9279, of December 5, 1942, as the Bureau of 
Selective Service. Reestablished as a separate agency by Executive Order 
No. 9410, December 28, 1942. 

Surps, Ine. 


See Cargoes, Inc. 
SHIPBUILDING STABILIZATION CommiITTEr (LAzor) 


A constituent agency of the War Production Board which was transferred 
from its successor agency, Civilian Production Administration, to the De- 
partment of Labor by Executive Order No. 9656 of November 15, 1945. 


SMALLER War Puants Corporation 


Established by Act of Congress June 11, 1942 (56 Stat. 353; 50 USC 1104). 
The functions of the Smaller War Plants Corporation were divided between 
the Department of Commerce and the Reconstruction Finance Corporation 
by Executive Order No. 9665, December 27, 1945. The legislation author- 


izing this corporation provides that the corporation shall not have succession 
beyond December 31, 1946. 
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Sotip Furts ADMINISTRATION FOR WAR (INTERIOR) 
Established by Executive Order No. 9332 of April 19, 1943. 
SouTrHWEsTERN PowER ADMINISTRATION (INTERIOR) 


Established by order of the Secretary of the Interior on September 1, 1943, 
to implement Executive Order No. 9366, July 30, 1943, and Executive. Order 
No. 9373, August 30, 1943. 


Street Recovery Corporation (RFC—METALs RESERVE) 
Incorporated at the request of Metals Reserve Company on July 18, 1942, 
under the laws of the State of Delaware for the purpose of acting as agent of 
Metals Reserve Company. This corporation has been liquidated. 


SuppLy Priorities anpD ALLOCATIONS Boarp (OEM) 
Established by Executive Order No. 8875 of August 28, 1941. Abolished 
by Executive Order No. 9024 of January 16, 1942, and functions transferred 
to the WPB. 


Surptus Property ADMINISTRATION (OWMR) 


Established by Public Law 181, Seventy-ninth Congress, September 18 
1945, which abolished the Surplus Property Board. 


Surptus Property Boarp (OWMR) 
Established by Surplus Property Act of 1944, approved October 3, 1944 
(58 Stat. 768). Terminated by Public Law 181, Seventy-ninth Congress, 
September 18, 1945 (59 Stat. 533) and all functions transferred to Surplus 
Property Administration. 


Surrtus War Property ADMINISTRATION (OWM) 
Established by Executive Order No. 9425 of February 19, 1944. Func- 
tions, property, and personnel transferred to Surplus Property Board by 
Executive Order No. 9488 of October 3, 1944. 


Unitep SratEs CommMeErciaL Company (RFC) 

Incorporated March 26, 1942, by the RFC. Transferred to OEW by 
Executive Order No. 9361, July 15, 1943, and subsequently to FEA by 
Executive Order No. 9380, September 25, 1943. Returned to RFC by 
Executive Order No. 9630, September 27, 1945. 


Unitep States EmMercency Court or APPEALS 
Established by the Emergency Price Control Act of 1944, with jurisdiction 
over actions arising as the results of the administration of the Price Control 
Act of 1942, as amended. 


UnitEp States or AmeRIcA TypHus COMMISSION 
Established by Executive Order No. 9285 of December 24, 1942. 


Wace ApsustMeNT Boarp For THE Construction INpusrRy (LABOR) 
Established by the Labor Department on May 29, 1942, by direction of 
the President. 


War Assets Corporation (RFC) 
Incorporated originally as the Petroleum Reserves Corporation by RFC 
on June 30, 1943. The name of the corporation was changed to War Assets 
Corporation on November 9, 1945, effective N ovember 15, 1945. 
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War Batiots ComMIssion 
Established by Public Law 277, Seventy-eighth Congress (58 Stat. 140) 
on April 1, 1944, to serve for the duration of the war and six months there- 
after. : 


War Contracts Prick ApJustMENT Boarp 
Established by the Renegotiation Act of 1943 (58 Stat. 85; 50 USC 1191). 


War Damacs Corporation (RFC) 
Established December 13, 1941, by RFC Charter. 


War Emercency Pree Linus, Inc. (RFC) 
Incorporated September 8, 1941, to act as the agency of the Defense 
Plant Corporation in the construction industry and as agent of the Defense 
Supplies Corporation in the operation of pipe lines. 


War Foop ADMINISTRATION (AGRICULTURE) 
Established by Executive Order No. 9334 of April 19, 1943. Terminated 


by Executive Order No. 9577 of June 29, 1945, and function transferred to 
Department of Agriculture. 


War Forwarpine Corporation (WSA) 


Incorporated by War Shipping Administration to assist in forwarding and 
classifying Lend-Lease shipments. 


War Hemp Inpustrizs, Inc. (AGRICULTURE) 

Chartered on February 1, 1943, and now in the process of liquidation. 
War InsurRANCE CorPoRATION (RFC) 

Name later changed to War Damage Corporation, q. v. 
War Manrowrr Commission (OEM) 


Established by Executive Order No. 9139 of April 18, 1942. Terminated 
by Executive Order No. 9617 of September 19, 1945, and functions trans- 
ferred to Department of Labor. 


War Mareriats, Inc. (RFC) 


Incorporated at the request of Metals Reserve Company on August 24, 
1942, under the laws of the State of Delaware, for the purpose of acting as 
agent of Metals Reserve Company. This corporation is in liquidation. 


War Propuctron Boarp (OEM) 


Established by Executive Order No. 9024 of January 16, 1942. Ter- 
minated by Executive Order No. 9638, October 4, 1945, and functions trans- 
ferred to Civilian Production Administration. Important constituent 
agencies included: 

Aircraft Production Board 

Aircraft Resources Control Office 

Office of Civilian Supply 

Office of Production Research and Development 

Office of Rubber Director 

Office of War Utilities 

Procurement Policy Board 

Production Executive Committee 

Requirements Committee 

Resources Protection Board 


' 
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War Rerucer Boarp 


Established by Executive Order No. 9417 of January 22, 1944. Ter- 
minated by Executive Order No. 9614 of September 14, 1945. 


War Revocation Avutuority (INTERIOR) 


Established by Executive Order No. 9102 of March 18, 1942. Transferred 


to the Department of Interior by Executive Order No. 9423 of February 16, 
1944, 


War Resources Boarp (AN MB) 
Established August 1939, as a Civilian Advisory Board to ANMB. Dis- 
solved by the President November 24, 1939. 
Wark Resources Councit (INTERIOR) 


Established by Interior Departmental Order 1636, January 14, 1942, sup- 
plemented by Departmental Order 1652, February 23, 1942, and 1687, May 1, 
1942. Abolished by Departmental Order 2148, December 20, 1945. 

Wak SHiprpina ADMINISTRATION (OEM) 
Established by Executive Order No. 9054 of February 7, 1942. 
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AAA Agricultural Adjustment Agency. 
ANMB Joint Army and Navy Munitions Board. 
eAPUC Area Production Urgency Committee. 
ASF Army Service Forces 

BEW Board of Economic Warfare. 

CCC Commodity Credit Corporation. 

CIAA Coordinator of Inter-American Affairs. 


CIO Congress of Industrial Organization. 
CMP Controlled Materials Plan. 

COI Coordinator of Information. 

CPA Civilian Production Administration. 
CSP Controlled Scheduling Plan. 


EDB Economic Defense Board. 

EPCA Emergency Price Control Act. 

FDA Food Distribution Administration. 

FEA Foreign Economie Administration. 

FEPC Committee on Fair Employment Practice. 
FPA Food Production Administration. 


FSA Federal Security Agency. 

GMPR_ General Maximum Price Regulation. 
ICC Interstate Commerce Commission. 
IMP Industrial Mobilization Plan. 

JCS Joint Chiefs of Staff. 


‘NDAC_ National Defense Advisory Commission. 

NDMB National Defense Mediation Board. 

NHA National Housing Agency. 

NWLB _ National War Labor Board. 

OADR Office of Agricultural Defense Relations. 

OCD Office of Civilian Defense. 

ODT Office of Defense Transportation. 

OEM Office for Emergency Management. 
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OFF Office of Facts and Figures. 

OFRRO Office of Foreign Relief and Rehabilitation Operations. 

OGR Office of Government Reports. 

OLLA Office of Lend-Lease Administration. 

OPA Office of Price Administration. 

OPACS Office of Price Administration and Civilian Supply. 

OPC Office of Petroleum Coordinator for National Defense (War). 

OPM Office for Production Management. 

ORD Office of Rubber Director. 

Owl Office of War Information. 

OWM Office of War Mobilization. 

OWMR Office of War Mobilization and Reconversion. 
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